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The Society 


Incorporated Accountants 


President: BERTRAM NELSON, Liverpool and London 


Vice-President: StR RICHARD YEABSLEY, C.B.E. 


Secretary: I. A. F. CRAIG, O.B.E. 


Deputy Secretary: C. A. EVAN-JONES, M.B.E. 


Offices and Library: 
INCORPORATED ACCOUNTANTS’ HALL, TEMPLE PLACE, VICTORIA EMBANKMENT, LONDON, E.C.2 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.S.A.A., and Associates A.S.A.A. 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years.) Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary Exam- 
ination is granted on production of certain 
educational certificates. 

Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 
53 years. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 


There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, South Africa and 
Central Africa, and District Societies in all 
parts of England and Wales, Northern Ireland, 
and India. Students’ Societies and Students’ 
Sections operate throughout Great Britain, 
Northern Ireland, and Eire. 


Members of the Society are not allowed to 
seek professional business by advertisements or 
circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by 


the Council of the Society of Incorporated Accountants. 
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Centenary of the Business Charter 

WHEN IT PASSED the Limited Liability Act in 1855 Par- 
liament ushered in an era of great financial and economic 
advance. There were powerful and numerous opponents 
to the reformers of company law, but in 1854 a majority 
in the Commons had decisively challenged them in a 
resolution “that the law of partnership... should be 
so far modified as to permit persons to contribute to the 
capital of such concerns on terms of sharing their profits, 
without incurring liability beyond a limited amount.” 
The Act of the following year gave effect to this resolu- 
tion, by amending the Joint Stock Companies Act of 
1844 to permit companies to make the amounts of their 
subscriptions the limit of the liability of the shareholders. 
“Limited” was to be added to the names of the com- 
panies, and so began the familiar “Ltd.” 


Before 1855 not many more than a hundred com- 
panies had been incorporated with limited liability, by 
the cumbersome and exclusive procedure of private 
Act of Parliament or letters patent. Since the Act of 1855 
laid some restrictions on the formation of companies with 
limited liability, and these impediments were not re- 
moved until the following year, it is fitting that the cen-- 
tenary of the “business charter” should be noticed at the 
turn of 1955 into 1956. 

Company failures and abuses of the privilege of 
limited liability were continually occurring in the early 
decades. But the enormous growth of capital and the 
related expansion of industry had by the end of the cen- 
tury carried conviction to all that limited liability was 
a beneficent invention, although many company reforms 
remained to be made—as some still remain to be made, 
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2 ACCOUNTANCY JANUARY 


A Scramble to Study the New 
Valuations ?— 

THE LISTS CONTAINING the new Inland 
Revenue rating assessments had to 
be delivered by the Valuation Officers 
to the local authorities not later than 
December 31, 1955. This time limit 
was laid down by the Rating and 
Valuation (Miscellaneous Provi- 
sions) Act, 1955. It is to be expected 
that a major revaluation of this 
nature will cause widespread in- 
terest, and large numbers of rate- 
payers are sure to avail themselves of 
the three months interval, before the 
assessments come into force in April, 
for extracting details of the new 
assessments. The pressure to examine 
the assessments will be intensified 
by the opposition from chambers of 
commerce and other trade organisa- 
tions to the new basis of assessment. 
Occupiers of shops and offices feel 
very strongly about the differentiation 
between the rating of commercial 
properties at current rental values 
and the assessment of dwelling- 
houses at the rental levels of 1939. It 
is held that this will shift the burden 
of rating to the trading community, 
particularly as industry is partially 
exempt from rates, and agricultural 
land and buildings are entirely 
derated. Many traders have been 
urged by their representative organi- 
sations to lodge wholesale appeals if 
the assessments show the expected 
increase of between 100 per cent. and 
300 per cent. over the previous 
valuations. The Government has 
promised that any serious shift of 
liability from one class of ratepayers 
to another will be reconsidered, but 
this not very precise assurance has not 
gone far in allaying the anxieties of 
traders. 

This initial antagonism to the re- 
valuation could be aggravated if the 
statutory right to inspect the new 
lists were to be seriously impeded 
through unexpected crowds demand- 
ing to see details of their assessments. 
As only one copy of the list is likely 
to be on display at council offices, a 
certain amount of congestion seems 
inevitable. But the Minister of 


Housing and Local Government 
appears to be determined that the 
inspection of the new rating lists shall 
be carried out with the minimum of 


inconvenience to the public. Nor- 
mally, the lists will be bound in 
volumes of up to 500 sheets contain- 
ing 10,000 entries. In a special circu- 
lar (No. 62/55 H.M. Stationery 
Office, price 9d.) addressed by him to 
county councils, rating authorities 
and local valuation courts in England 
and Wales, the Minister recommends 
that wherever possible the list should 
be divided into smaller sections, 
which should be set out on separate 
tables so that a number of people 
could inspect different sections sim- 
ultaneously. 

An unfortunate feature for the 
local councils is that the valuation 
lists have been prepared by the 
Inland Revenue, to whom members 
of the public ought to address their 
enquiries. It will certainly be of no 
avail to complain about the assess- 
ments to the officer in charge of the 
lists; objections will have to be sub- 
mitted directly to the Valuation 
Officer on a prescribed form. 


—And Facilities for Professional 
Advisers 

A FURTHER RECOMMENDATION of the 
Minister is of interest to accountants 
and professional men who may be 
acting for ratepayers over this re- 
valuation. It is suggested that rating 
authorities should make special ar- 
rangements to enable professional 
advisers to examine the lists by 
appointment outside the ordinary 
hours, or to inspect, at times when it 
is not in use, the working copy of the 
rating authority. This facility will 
certainly be welcomed by practi- 
tioners and their staffs who might 
otherwise have had to waste valuable 
time waiting for a particular section 
of the lists to be free. 

The public is being officially urged 
not to object to the new rateable 
values until the rate poundages have 
been announced by the councils. In 
fact, there is no statutory right of 
appeal until April 1, 1956, and by 
then, it is true, the financial effect of 
the revaluation can better be judged 
by individual ratepayers. Some people 
aggrieved by increased assessments 
may be less inclined to appeal if the 
rate in the pound for 1956/7 is 
correspondingly reduced. Yet to 
allow apparently excessive assess- 
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ments to go unchallenged on the 
grounds that the net liability to rates 
is not too severe seems to be open to 
objection, particularly as the rate 
poundage may increase in subse- 
quent years. 

Although there is little doubt that 
a great many rating appeals will have 
to be heard by the local valuation 
courts and the Lands Tribunal, the 
negotiating machinery of the Rating 
and Valuation (Miscellaneous Pro- 
visions) Act, 1955, should prevent 
any but very contentious cases going 
to the Courts. The Act provides that 
‘where all the persons whose agree- 
ment is requisite agree upon an 
alteration of the list . . . and the 
agreement is reached without or 
before the determination of any 
appeal to a local valuation court or 
by reference to arbitration . . . the 
valuation officer shall cause that 
alteration to be made in the list.” 

With special facilities open to pro- 
fessional advisers for inspecting the 
valuation list by appointment with 
the councils, and the opportunity of 
informal and friendly negotiations 
with the Valuation Officer, the way is 
certainly paved for settling many 
cases of over-assessment without 
recourse to the formal procedure of 


an appeal. 


Trustees to Remain Confined 

EFFORTS LAST MONTH to extend the 
range of trustee investments gained 
no Government support and must be 
written-off as abortive. Last August 
the Government made known its 
opposition to an extension of the list 
of securities that can be held by non- 
charitable trustees. At the same time, 
it announced its willingness to give 
rather wider scope to charitable 
trustees, but by indirect and restricted 
means (see ACCOUNTANCY, Septem- 
ber, 1955, pages 331/2.) Sir Eric 
Errington can hardly be surprised, 
therefore, at the fate of his private 
member’s Bill, which could not have 
been enacted without the co-opera- 
tion of the Government. 

The Bill would authorise all trustees 
to invest in securities of any company 
incorporated in the United Kingdom, 
Canada, Australia, South Africa, 
New Zealand or the United States, 
provided three conditions were ful- 
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filled. First, that the company had a 
paid-up capital of at least £5 million 
or its equivalent. Second, that in each 
of the ten years preceding the invest- 
ment it had paid not less than five 
per cent. on its Ordinary capital or 
not less than that percentage on each 
class of capital, if there was more 
than one class. Third, that the 
securities were quoted on a recog- 
nised stock exchange in the United 
Kingdom. Investments in building 
societies having total assets of more 
than £5 million, and complying with 
conditions to be prescribed from time 
to time, would also be allowed. 

We are sure that the refusal of the 
Government to give any greater 
powers of investment to non-charit- 
able trustees, and the timidity of its 
plans for charitable trustees, will be 
deplored by many accountants and 
other professional men concerned 
with the administration of trusts. 


Anti-Evasive Action 

THE INLAND REVENUE is doing well in 
its drive against evasion. In the year 
to March 31 last total charges raised 
on investigations into 19,663 major 
frauds and evasions totalled £20.6 
million, including £8.4 million of 
penalties. In the previous year there 
had been 18,144 cases with charges of 
£20.4 million, including £7.6 million 
of penalties. There were also 75,580 
smaller back duty settlements with 
charges of £2.4 million made by local 
Inspectors in the last financial year; 
the number of these settlements is 
declining now that untaxed interest 
in accounts in savings banks and the 
like has been largely notified to the 
Inland Revenue under Section 27 of 
the Income Tax Act of 1952. The 
figures, with other statistics of the 
Inland Revenue, are given in the 
Revenue Departments Appropria- 
tion Accounts for 1954/55 (H.M. 
Stationery Office, price 2s. 6d. net.) 


Electronic Accounting by Small Busi- 
nesses in U.S.A.— 

THE ORDINARY PRACTISING account- 
ant in the United States will have to 
be able to give advice to the smaller 
concerns on electronic accounting, 
but he has the consolation of knowing 
that there is no great urgency in 
informing himself on the subject, 


since there is no prospect that com- 
puters will be used by other than 
large businesses for some time to 
come. So concludes Mr. Roger 
Wellington, c.p.A., of New York, in 
an address at the recent annual meet- 
ing of the American Institute of Ac- 
countants. 

Apparently there are but few in- 
stallations operating in a routine way 
in the States, and much equipment 
announced by manufacturers is not 
yet in commercial operation in its 
first installation. Mr. Wellington con- 
siders the possibility, not overlooked 
in the United Kingdom, that smaller 
concerns may go to large outside 
organisations for computer assis- 
tance. But he questions whether it 
would be economic for the smaller 
businesses to incur the high pro- 
gramming cost, apart from the cost 
of classifying and coding the data ina 
form suitable for electronic process- 
ing. 

Programming is, indeed, a central 
problem of electronic accounting. A 
large company in the United States 
is said to have estimated that it will 
take as many as thirty man-years to 
complete the programming for one 
complex application. On the other 
hand, an American company is said 
to be producing a unit which itself 
prepares the programme. 

Mr. Wellington considers what are 
the main requirements in computers 
in the near future. Two of these re- 
quirements are for economic sorting 
and fast access to voluminous stored 
data. Any development meeting these 
needs will clearly be commercially 
important. 

The full use of computers in 
business, Mr. Wellington suggests, 
should be described as “integrated 
data processing.” He argues that the 
incurring of the capital cost and the 
high running expenses will be econo- 
mic only if the maximum of pertinent 
data is incorporated in the initial re- 
cording of a transaction for input to 
the computer, so that all possible 
output users are catered for in one 
machine operation or series of opera- 
tions. 


—and by the British Transport Com- 
mission 
THE AMERICAN COMPANY producing 
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the programming unit is referred to 
in an article in the British Transport 
Review for August, 1955, by Mr. R. 
Glendinning, M.A., C.A., F.C.W.A., 
Assistant Director of Accounts to the 
British Transport Commission. He 
discusses the demand for technical 
experts to locate faults and rectify 
breakdowns in electronic equipment, 
and for trained personnel for pro- 
gramming. The Commission is using 
electronic machines of the smaller 
type for some limited operations, 
including stores accounting and pay 
bill preparation, and it is considering 
how more complex machines, com- 
puters proper, can be applied to its 
large scale accounting and to such 
problems as the drawing up of time- 
tables, the control of wagons, the 
“diagramming” of locomotives and 
the calculating of flexible budgets 
with varying rates and charges. 


Tax Relief on Trust Capital 
A LONG-STANDING ANOMALY in the 
treatment for income tax of expen- 
diture by trustees under the Settled 
Land Act of 1925 has at last been 
removed. A life tenant of settled land 
can claim the cost of certain specified 
improvements from his trustees, and 
the principle is carried further, 
capital monies being frequently ap- 
plied towards the cost of repairing an 
agricultural estate. The life tenant 
until now could obtain income tax 
relief, either through a capital expen- 
diture claim under Section 314 of the 
Income Tax Act, 1952, or in a main- 
tenance claim under Section 101. He 
thus obtained not only a reimburse- 
ment of expenditure from the trustees, 
but also a corresponding repayment 
of tax from the Inland Revenue. 
This profitable situation has now 
been changed by a decision in the 
Chancery Division in the case Jn re 
Pelly’s Will Trusts (1955 3 W.L.R. 
696). It was held that since a tenant 
for life is in the position of a trustee 
for all parties under the Settled Land 
Act of 1925, and must not retain a 
profit made out of the settled land, he 
must not retain any income tax 
reliefs relating to expenditure charged 
to capital. As a result, in applying 
capital monies towards authorised 
improvements, the trustees must 
deduct therefrom any “income tax 
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recovered or recoverable . . . as is 
referable to any sum or sums paid by 
such trustees out of capital monies.” 
The new principle is clear, but the 
mechanics of accounting to the trus- 
tees for the precise tax relief may 
prove difficult. Capital expenditure 
relief under Section 314 is spread over 
ten years, and the five-year average 
basis of a maintenance claim under 
Section 101 may tend to obscure the 
relief granted on any given work paid 
for by trustees. There would be a 
further complication on a change in 
the standard rate of income tax. Does 
this recent case mean that trustees 
must delay an application of capital 
monies until the amount of tax relief 
is known? The answer may well be 
for the initial advance of capital to 
be made in full, and for the life tenant 
to account to his trustees yearly for 
any relief from taxation that is 
identifiable with the outlay. 


A Hoary Tale Comes True 

THE STORY OF the clerk who added 
the date into the total of the assets on 
the balance sheet has always lost 
force when one has had to admit 
**Yes, it’s apocryphal.” But there is 
now a better story—better because 
it is true. 

In its 1952-54 stock-taking there 
was shown by the Air Ministry a 
deficiency of 570,000 of a particular 
article, against a surplus of 624,000 
declared at the 1950-52 stock-taking. 
Some quite bright person, prob- 
ably having an inkling of the quantity 
that had been used, looked into the 
records and found that the 624,000 
included the code number of a 
storage site (Number 605,650) in- 
stead of the quantity found at that 
site. 

This makes a good story, but the 
state of things that it illustrates is not 
humorous. As the Public Accounts 
Committee remarked in its third 
report for the session 1955/56 (H.M. 
Stationery Office, price 1s. net) there 
is “‘no adequate explanation why the 
large discrepancies recorded at the 
1950-52 stock-takings were not 


promptly investigated and their un- 
reliability established.” There were 
in fact, as the committee shows, 
numerous other stock discrepancies 
at Royal Air Force depots and many 


deficiencies were not recorded, as they 
should have been, in the losses 
statement for 1953/54. The values 
placed on a wide range of stocks, 
according to a test check made by 
the Comptroller and Auditor Gen- 
eral, were much less than 10 per cent. 
of true values. The articles whose 
stock was inflated by the adding in of 
the site code number, for example, 
were priced by the depot at 6d. each, 
compared with a true value of 
£1 3s. 4d. each. A stock deficiency 
put by one depot at £42,000 should 
have been £525,000 and a surplus put 
at £109,000 was really £664,000. The 
committee surely used mild language 
in saying that it was “surprised that 
the pricing . . . should have been done 
in this careless and casual way.” 

Stock-takings in the Navy since the 
war had repeatedly brought to light, 
says the committee, large quantities 
of stores not recorded in the store 
accounts. It does not say, presumably 
because no one knows, how many 
stores, similarly not accounted for, 
have been lost. 

The Army has continued to aban- 
don numbers of stores accounts as 
unreliable, with the result that 
accurate and complete records of 
losses of stores cannot be presented. 

The committee reiterates the opin- 
ion of the Public Accounts Com- 
mittee of 1950, that store accounts 
showing accurately the quantity and 
location of stocks are essential to the 
economical and efficient administra- 
tion of the Services. It is, indeed, 
scandalous that public money should 
be lost and wasted because the 
Services do not have properly devised 
systems of stock-taking and record- 
ing, properly operated. 


American Audit Practice 
THE DEVELOPMENT OF audit practice 
in the United States in the last genera- 
tion is a story of attempts to pre- 
scribe standards—attempts that were 
only partially successful. In 1929 the 
Federal Reserve Board published a 
statement on procedure: it included 
a programme for the examination of 
inventories (stocks) and for the con- 
firmation of accounts receivable. 
The statement set out what the 
Board considered to be the respon- 
sibilities of the auditor in the audit of 
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inventories under the heads (a) 
clerical accuracy, (5) the basis of 
pricing, and (c) “‘quantities, quality 
and condition.” As to (c), it was 
recognised that the auditor was not a 
valuer and that his duty must vary 
with the circumstances; he could not 
have “intimate knowledge of many 
classes of business’’ and must there- 
fore rely upon the responsible officers, 
as supplemented by tests and con- 
firmations. When verification of 
“quantities, quality and condition” 
did not call for technical knowledge, 
his responsibility was, however, 
greater, and he must “use diligence to 
convince himself that these are 
correctly recorded.” 

Ten years later the Audit Pro- 
cedure Committee of the American 
Institute of Accountants issued a 
report entitled Extensions of Audit 
Procedure. It was then laid down that 
in addition to the tests already re- 
ferred to, it should be regarded as 
‘generally accepted audit procedure” 
for the auditor to be present at the 
inventory-taking and by suitable ob- 
servation, enquiry and physical tests 
to satisfy himself with the records, if 
practicable and reasonable. 

In the confirmation of accounts 
receivable it was regarded in the 
American Institute’s report as ob- 
ligatory to make direct communica- 
tion to the debtor. 

The codification of rules included 
the statement that if these “extended 
procedures” were not carried out the 
accountant should disclose the fact 
in his report, even if he had satisfied 
himself by other means. 

This history forms the background 
of an illuminating paper read at the 
annual meeting of the American 
Institute by Mr. B. F. Jackson, c.P.A. 
The paper bore the intriguing title 
Reporting on “Other Procedures” 
used in Place of Confirmation or 
Observation. It appears that since the 
adoption of “‘extended procedures” 
a number of organisations (including 
Government Departments) have de- 
clined to reply to the requests for 
confirmation of accounts receivable, 
on the ground that their accounts do 
not lend themselves to supplying the 
required information. Further, there 
has been a tendency to adopt “other 
procedures” in situations where, 
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says Mr. Jackson, inventory obser- 
vation or confirmation of receivables 
would have been “practicable and 
reasonable.” Indeed, it is feared that 
in a number of instances where 
“extended procedures” have been 
omitted no “‘other procedures” have 
been followed. Accountants are 
warned that they should not fail to 
comply with these extensions “‘merely 
as a convenience to the wishes of 
clients or their own staff difficulties.” 
Perhaps pitching the standard too 
high has results as unfortunate as not 
pitching it high enough. 


Confusion over a Corporations Tax 
REMARKS MADE BY the Chancellor of 
the Exchequer at the Committee stage 
of the Finance Bill have been inter- 
preted by some as implying that he 
has sympathy with the idea of a 
Corporation Profits Tax. However, in 
the sense in which this term was used 
in the minority report of the recent 
Royal Commission, Mr. Butler gave 
no indication that he favoured such 
a tax. What he did suggest was that 
a profits tax, at a flat rate on distribu- 
ted and undistributed profits—as 
recommended in the majority report 
of the Commission—had much to 
commend it. The issue was rather 
confused by the Chancellor’s referring 
to such a tax as a “corporations tax.” 
He put forward as a main reason for 
not bringing in the flat rate tax that 
it would favour concerns that dis- 
tribute a high proportion of their 
profits and (but this conclusion does 
not necessarily follow) would be 
inflationary. 

The Chancellor also said, rather 
darkly, that, without being invidious 
and naming the types of concerns 
that would benefit from the suggested 
change in profits tax, they were not 
the types of businesses he wanted to 
encourage at the present time. Have 
the Treasury graded industries ac- 
cording to their presumed economic 
worth to the country and found that 
concerns at the bottom of the list 
distribute more of their profits than 
those at the top? If so, it would be 
enlightening if the list were to be 
made public, disclosing what “‘offi- 
cial” ideas are on the economic 
worth of different industries. 

The question now is whether, if 
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inflation is no longer with us at the 
time of the next Budget, the Chan- 
cellor will back his apparent intel- 
lectual conviction that a flat rate of 
profits tax is a good tax. 


Professor Bray on ““Change Accounts” 
IN HIS FOURTH research lecture on 
Accounting Dynamics delivered at 
Incorporated Accountants’ Hall last 
month, Professor F. Sewell Bray, 
Stamp-Martin Professor of Account- 
ing, answered some questions on the 
formal construction of the operating 
accounts described in earlier lectures. 
In particular, he explained his treat- 
ment of bad debts and depreciation. 
Bad debts he regarded as “‘sales con- 
verted into debtors” that become 
“financial claims due to the enter- 
prise”’ and, if not liquidated, “‘capital 
losses chargeable as such in the 
capital change account.” Deprecia- 
tion he discussed at length as a charge 
for three elements in happenings 
relating to assets, particularly fixed 
assets—the three elements of value, 
time and use. 

Professor Bray also gave con- 
temporary examples, from the work 
of an applied statistician, an account- 
ant, a research worker in industry, 
an industrial company and _ the 
Ministry of Agriculture, of the tracing 
of quantitive relationships between 
accounting magnitudes, comparable 
with those he had suggested in other 
lectures of his series. The construc- 
tion and analysis of these relation- 
ships, he claimed, placed us at “the 
threshold of an important develop- 
ment in accounting theory com- 
parable to econometrics in econo- 
mics.”’ The double-entry design which 
he had put forward was, he believed, 
a necessary framework for this exam- 
ination of correlations among ac- 
counting aggregates. 

Any quantitative theory of the firm 
must be deduced from the inter- 
dependence of accounting functions, 
imposed by their double-entry nature. 
Further, a particular economic de- 
cision would, in his theory, follow a 
review of a series of formal operating 
accounts setting out the expected 
results of a number of different 
known possibilities. 

Professor Bray recalled that in the 
first of his research lectures he had 
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said that changes in accounting 
aggregates could be formally classi- 
fied in three ways. Firstly, as differ- 
ences between the actual figures of 
two accounting periods. Secondly, as 
variances between standard figures, 
empirically pre-determined, and ac- 
tual figures. Thirdly, as differences 
between expected changes and 
realised changes. He had already dis- 
cussed change accounts that served 
to show up the first two types of 
differences. There remained the third 
type, as to which he made the 
suggestion that “it should be possible 
to construct an operating change 
account on formal lines contrasting 
expected changes, based on exper- 
ienced standard relationships ad- 
justed for currently known expected 
deviations, with actual changes. Short 
period historical accounts of this 
nature should immediately bring to 
notice unsuspected exogenous varia- 
bles which promote the factual 
results of uncertainties. By this means 
experience may be gained of the 
behaviour of unknowns.” 

We understand that Professor 
Bray’s lecture is to be published in 
full in Accounting Research for 
January, 1956. 


Promoting Co-ownership 

IT WAS AN emotional, rather than a 
rational, decision that led to the 
inclusion of compulsory co-owner- 
ship in the policy of the Liberal 
Party at its Blackpool assembly in 
1948. There have since been mis- 
givings and second thoughts, prompt- 
ed mainly by the objections put for- 
ward by the economists of the party. 
A committee, originally set up to 
work out a scheme for compulsory 
co-ownership “taking into considera- 
tion the industrial, actuarial, legal 
and accountancy problems involved,” 
has instead reported that the idea of 
compulsion should be put aside, until 
fiscal means have been tried to pro- 
mote co-ownership voluntarily. 

The committee did much detailed 
research work, studying the scope and 
arrangements of existing schemes, 
considering (as it was instructed to do) 
the problems that compulsory co- 
ownership would bring, and suggest- 
ing fiscal changes to encourage 
voluntary co-ownership. Co-owner- 
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ship was understood to involve, as its 
essential features: (1) the sharing in 
profits by employees ; (2) their sharing 
in joint consultation at the manage- 
ment level; (3) their sharing in policy 
at the Board level; and (4) their 
sharing in the ownership of the 
business. 

The existing schemes were found 
to vary greatly. ‘At one extreme there 
is a firm which gives employees 10 per 
cent. of profit without telling them 
how it is worked out and distributing 
it at an annual dinner in credit slips 
to avoid P.A.Y.E. At the other ex- 
treme there is a firm which restricts 
Ordinary shares to a basic dividend 
of 6 per cent. per annum and then 
divides the rest of the profits accord- 
ing to wages and dividend, treating 
wages and dividend pari passu.” 

Among the problems of compul- 
sory co-ownership considered were 
the possibilities of evasion by transfer 
of capital abroad, by the cessation of 
limited liability, by changes to 
limited partnerships and so on. 
Other problems were the effect upon 
risk capital and upon productivity; 
the selection of the concerns to which 
co-ownership would be applied; the 
complication that the capital intensity 
(in the sense of the quantity of 
capital employed related to the 
quantity of labour employed) varied 
greatly from one business to another; 
and the choice between making em- 
ployees’ shares alienable or in- 
alienable. 

It was suggested that, compulsory 
co-ownership being put aside until 
after a “‘bridge of time”’ as an article 
of policy, if not permanently shelved, 
the main fiscal changes to encourage 
voluntary co-ownership should be: 
the repeal of the distribution charge 
to profits tax on employees’ shares 
(subject to detailed safeguards); the 
exemption from income tax of any 
“benefit” up to a certain limit from 
the issue, either at a basic price or 
free, of Ordinary shares; dividends 
on Ordinary shares held by an 
employees’ shareholding trust to be 
received untaxed, the trust paying 
income tax at P.A.Y.E. rates on dis- 
bursement and any money not dis- 
tributed after six months being liable 
to income tax at the standard rate 
and to profits tax; the extension of 


‘earned income relief” up to a certain 
level of all investment incomes; and 
a sharp reduction in the stamp duty 
on transfers (the last two proposals 
being aimed also at encouraging 
small investors generally). 

A detailed questionnaire, largely 
devoted to the accounting problems 
of computing employees’ shares in 
profits, was drawn up but it was 
finally decided not to circulate it for 
the time being. If and when it is 
circulated, the replies will be of great 
interest to accountants. As it is, 
accountants who are particularly 
concerned with profit-sharing 
schemes would find a study of the 
questions to be rewarding. 


Shorter Notes 


International Tax Agreements 

The United Nations has issued a World 
Guide to International Tax Agreements 
(price 22s. 6d. net). It gives in tabular 
form information, up to June, 1953, on 
all international agreements for the 
avoidance of double taxation and the 
prevention of evasion. A feature is a 
table showing the network of all the 
agreements. 


International Fiscal Association 

A branch of the Jnternational Fiscal 
Association has been re-formed, and a 
meeting will be held on January 23 to 
discuss ““The Juridical Guarantees of the 
Taxpayer vis-a-vis the Fiscal Author- 
ities.” It is planned to submit a paper on 
this subject at the Association’s inter- 
national congress to be held in Rome in 
September, 1956. The chairman of the 
branch is Mr. C. W. Aston, A.c.A., 122 
Leadenhall Street, London, F.C.3. 


Helping the Exporter 

United Kingdom Foreign Service officials 
at British Embassies and Consulates 
abroad can help exporters by supplying 
market intelligence, names of suitable 
agents and importers, and guidance and 
advice on many problems. In Common- 
wealth countries similar work is done by 
trade commissioners, who are officials 
of the Board of Trade. To make this 
work better known, the Foreign Office 
and the Board of Trade have published 
Helping the Exporter. It is obtainable 
from the Association of British Cham- 
bers of Commerce, the Federation of 
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British Industries, or the Institute of 
Export, or in single copies from the 
Board of Trade, Horse Guards Avenue, 
London, S.W.1, room 8185. 


Another Council Goes Electronic 
Sheffield Corporation are proposing to 
hire, at a yearly rental of £1,920, an 
electronic multiplier for use in the City 
Treasurer’s Department. 


Income = Balance Carried Forward 

A revenue account of unusual appear- 
ance is that of the Independent Television 
Authority for its first eight months up to 
March 31 last. The only item on the 
income side is “‘balance carried forward, 
£30,676.” But the Authority is not in- 
solvent; it will be receiving large rents 
from programme contractors and the 
Postmaster-General may pay it up to 
£750,000 in a financial year. 


Guide to Computer Terms 

Do you know the meaning of “‘defocus- 
focus mode,” “staticiser,” “‘optimum 
programming” and “closed subroutine”? 
And could you state the term for “‘a 
device on a computer which stores a 
number and which, on receipt of another 
number, adds it to the number already 
stored and stores the sum”? If not, and 
you are trying to keep pace with 
electronic accounting, consult the gloss- 
ary of digital computer terms just issued 
by the British Standards Institution 
(price 3s. net). Ninety-five terms are 
defined. 


When Professional Men Retire 

A sample analysis shows that about 45 
per cent. of men in the professions retire 
by the age of 654, about 58 per cent. by 
674 and about 75 per cent. by 70. These 
findings are given in the second report of 
the National Advisory Committee on 
the Employment of Older Men and 
Women. 


Accountability of Nationalised Industries 
The Select Committee appointed to 
examine the reports and accounts of 
nationalised industries has not been able 
to do so, and has asked to be wound up. 
The issues it would have investigated 
were, it discovered, entirely excluded by 
its very circumscribed terms of reference, 
especially by the condition that the 
committee could not inquire into matters 
which “engage the responsibility of any 
Ministers.” So the problem of the 
accountability of the nationalised indus- 
tries remains unsolved (see ACCOUNT- 
ANCY for March, 1954, page 86). 
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How one man 
solved a 
double problem 
for a famous 
department 


store 


O Schofields of Leeds, mailing 
monthly statements promptly to 
customers became a pressing problem in 
their constantly expanding business — 
moreover, filing space for sales dockets 
took up large areas of valuable shelving. 
They called in Mr. Tipping, of Bur- 
roughs, who, together with Mr. Ambler, 
Director and Secretary of Schofields, 
worked out a comprehensive plan based 
on Burroughs equipment, including 
Microfilm. 

Now Schofields’ statements go out 
proven, accurate and complete on ex- 
actly the right day throughout the month 
in a regular cycle. 

The new statement is as modern as the 
equipment— instead of an abbreviated 
extract of debits and credits the customer 
now gets the full story of each transac- 
tion, together with a summary giving all 
charges and credits, whilst Schofields 
have more accurate information of their 
accounting position, a considerable sav- 
ing in staff and space, and the great 
benefit of having satisfied customers 
paying their accounts regularly and early 
with the minimum of queries. 

Whatever your business, if you have 
an accounting problem, the Burroughs 


Mr.H.T. Tipping, the Burroughs man (on the left), discusses with Mr. Ambler, Director 
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and Secretary of Schofields, the new system, based on Burroughs equipment, that 
they worked on together for speeding the preparation of customers’ monthly statements. 


mancan help you. Backed by Burroughs’ 
world-wide experience, he will make a 
full analysis and suggest the most econo- 
mical workable solution. If he thinks no 
change advisable, he will say so; if he 
does recommend a change, he will make 
a detailed plan and help you get it work- 
ing smoothly. He will see that you always 
get full benefit from your Burroughs 


FOR SPECIALIST ADVICE ON 


machines. Call in the Burroughs man — 
you’re committed to nothing. His advice 
is free. 

Burroughs make the world’s widest 
range of business machines. You'll find 
your local Burroughs office in the tele- 
phone book. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford 
Street, London, W.1. 


MODERN ACCOUNTING METHODS 


CALL IN THE <jurroughs MAN 
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i eageonceiored moat eraigias At the C.A. and S.A.A. Examinations Students of the 
INSTITUTE AND SOCIETY Metropolitan College have gained more than 
| Corporate Account SUCCESSES 
and C te A ts 
| sic sccomane | SD, DeoO 
Anemititeiin and more than 350 HONOURS, Prizes and Medals 
Chartered Institute of including 
Secretaries 
BSe.Econ. & LLB. (Lond.) 06 FIRST PLACES 


m FELLOWSHIP IN 38 SECOND PLACES 
| MANAGEMENT 65 Third and Fourth Places 


ACCOUNTANCY 


The Metropolitan ~y¥ provides * * * 
. culel 
pt gc ar Ben Rage Beary * WRITE TODAY for a free copy of the College ‘‘Accountancy’’ Prospectus 
tute of Cost and Works Accountants. to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


| Full particulars on application. 


METROPOLITAN COLLEGE 


Established 1910 


STALBANS 


SCOTTISH EQUITABLE LIFE ASSURANCE SOCIETY 


LABOUR RELATIONS 


Your clients are giving regular thought to labour relations. Have they considered 


| an Excepted Provident Fund for works employees? This is one of several retirement 
| benefit plans which are popular and helpful today. We are specialists; may we | 


assist you to mould a plan? 


Head Office: 28 St. ANDREW SQUARE, EDINBURGH, 2 


London Office: 13 CORNHILL, E.C.3 
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EDITORIAL 


Broadening the Tax Base 


can conscientiously and convincingly justify the 

rates of direct taxation in this country today. 
Small wonder that thoughts, including those that come 
from the brains of Treasury officials and are expressed, 
if not also conceived, by the Chancellor of the Ex- 
chequer, have turned to the idea of a sales tax. Mr. But- 
ler spoke archly, almost fondly, in the Budget debates 
of this possible way of replacing purchase tax and of re- 
lieving the drag on the economy of the direct taxes. 
Clearly, he thought that if the purchase tax evolved into 
a sales tax, the Exchequer might find in its hands a tool 
for reshaping our tax structure to permit incentives to 
show themselves and to be recognised, and a collecting- 
bag of great size and elasticity. 

The sales tax is to most of us in the United King- 
dom a novel, even a startling, concept. But we are an 
insular race. In Spain, there has been a sales tax for the 
last six hundred years. Most Continental countries, while 
certainly unable to rival the alcavala in historical lineage, 
brought in sales taxation after World War I. A number 
of Canadian provinces levy a sales tax. Communist 
Russia relies upon it for by far the major part of its tax 
revenue. 

A sales tax would be collected from retailers, in con- 
trast to the purchase tax, which is collected from whole- 
salers. The salient feature of the sales tax, a double- 
barrelled feature, follows from the mode of collection. 
It could be—indeed, one may fairly say that it could 
hardly fail to be—a universal or nearly universal tax on 
sales and, as a corollary, all traders and “service estab- 
lishments,” or nearly all of them, would be responsible 
for passing on the tax to the authorities. It is this double- 
barrelled feature that carries both the merits and the 
drawbacks of the tax. 

The classical argument against the taxing of sales is 
that the tax system is made regressive “since the poor 
man pays a larger proportion of his income than 
the rich man.” The argument might be valid but, 
equally, it might not. There would be some scope for 
broad zones of rates of sales tax—foodstuffs, for ex- 
ample, could be taxed at a lower rate than other goods. 
With what might be a serious loss of universality, some 
would allow foodstuffs to be entirely exempt from the tax. 
The abatement of income taxation, made possible by the 
sales tax, could benefit a large segment of the “lower in- 
come groups”—all those in the target area of the income 
tax. As for those who are beyond this particular pale, the 
ingenuity of Great George Street is surely capable of de- 
vising ways and means to compensate them for the sales 
levy. Their contributions to National Insurance might 
be reduced. Their family allowances might be in- 
creased. National assistance could be on an extended 
scale. 


| people hold the purchase tax in esteem. Few 


That all, or nearly all, sales would be taxed carries 
the enormous advantage that a rate of tax small enough, 
as a percentage, not to produce damaging psychological 
results, when levied on the £10,000 million or so of 
annual sales would yield a rich revenue for the Ex- 
chequer. The “productivity” of a tax has now been 
added to the Smithian canons of taxation and ranks be- 
fore them as a requisite. Here is a tax that is productive 
indeed. 

In these days when the fiscal system is used as a means 
of “adjusting” the economy as whole, not merely as a 
vehicle for amassing the State revenues, a sales tax will 
be seen as a powerful instrument. One characteristic that 
the purchase tax possesses—if it did not possess this 
characteristic the much-criticised advance in the rate of 
the tax in the Autumn Budget would probably never 
have been made—is that it can be used to promote or to 
contract expenditure on consumption. A sales tax could 
clearly be so used in a much more thorough-going way. 
Looking at the obverse, by a change in the rate of the 
sales tax savings could be discouraged or stimulated to 
accord with the needs of the day, and it is possible that 
the desired effects upon the volume of savings could be 
brought about within quite fine limits of error. For an 
economy like ours, which is in chronic danger of a failure 
of savings, the sales tax would be regarded by some as a 
means of economic salvation. 

That all sellers of goods and services, or nearly all, 
would act as collecting stations for the tax means that 
the task of administering it would be a very heavy one. 
The Customs and Excise Department, it may safely be 
conjectured, would offer a negative recommendation to 
the Chancellor if asked to comment on the feasibility of 
the tax—just as it has made negative grunts about it 
in the past. Yet it would be well if a really thorough 
study were made of the practicability of the tax before 
this brave “new” idea, at which Mr. Butler seems to be 
looking Gioconda-like at the moment, were pushed aside. 
A country that can run the income tax and profits tax, 
with all their stupefying complications, yet breed no 
counterpart to Monsieur Poujade, the French anti-tax 
demagogue, is perhaps competent to work out methods 
by which the sales of 700,000 traders can be assessed. 
One thing is abundantly clear. We can have no truck 
with sticking stamps on bills at the shopkeeper’s counter, 
as some Continental and other nations do. The problem 
would be to determine correct figures of a trader’s turn- 
over, on the total (or sub-totals) of which the tax was to 
be levied. This is a problem of accountancy, and within 
the broad subject of accountancy it would often resolve 
itself into the narrower problem, familiar to all accoun- 
tants, of “incomplete records.” In the further study of the 
sales tax it is to be hoped that the crucial importance of 
the accountancy aspects will be fully recognised. 
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Are historical product costs out of date? What forms of controls 
does modern costing provide? How should business budgets be devised ? 
These are some of the questions answered by our contributor. 


The Onward March of Costing 


by F. Underdown, F.c.w.A. 


~ 


THERE HAVE BEEN very rapid changes in costing techniques 
during the last twenty years. These changes have resulted 
partly from practical work on costing problems in in- 
dustry and partly from research work. 

Perhaps the most important development has been in 
the assistance that accountants generally can provide to 
the management of industrial undertakings. The larger 
concerns have been readier to accept this assistance, but 
many small and medium-sized businesses are gradually 
appreciating the advantages of sensibly planned costing 
systems. 

At the same time, however, the growing complexities 
of industrial processes have sometimes stimulated costing 
techniques to the point where there has to be skilled 
interpretation of the information provided. Obviously, 
information which can be interpreted only by someone 
possessing skilled accounting knowledge is not very 
useful. All costing data must clearly indicate the action 
which management should take. 

The techniques may conveniently be discussed under a 
number of heads. 


Historical Product Costs 
The ascertainment of actual product costs should not be 
dismissed as out of date. In some industries the processes 
and products are so complex that no other method is 
practicable. 

The first essential point is that any product costing 
system must follow the paperwork controlling the actual 
labour and materials expended in the factory. No attempt 
should be made to by-pass this circuit by over-all con- 
trols. Every material requisition and labour booking must 
be duly recorded by the cost office. Historical cost com- 
parisons can be made, the reasons for cost variations 
investigated, and appropriate action taken where 
necessary. 

The cost statements must show clearly defined cost 
elements. For example, the cost of at least each major 
class of labour must be shown in the cost of the product. 
Separate overhead rates, attachable to each major class of 
labour, should be calculated. The importance of keeping 
the rates separate will be understood if the differing over- 
head rates attachable to labour using machines, compared 
with those appropriate to hand labour, are considered. 

Product cost statements should be up-to-date and 
accurate. Often, however, a cost statement that is 97 
per cent. accurate today is much more useful than one 


that is 100 per cent. accurate six months hence, when it 
may be too late to be of any practical use. 

In the writer’s view, product costs should include 
all costs of the concern, fixed, semi-variable, and 
variable. The ‘“‘marginal’’ technique has much to com- 
mend it, as a technique, but there is no more difficulty 
in apportioning “‘fixed’’ overheads to product prime 
costs than there is in determining the proportions of 
“fixed” and “‘variable’’ overheads. 

A properly planned product cost system can provide 
costs of sales duly analysed each calendar month or each 
four-weekly period. Furthermore, the information re- 
quired to value stocks and work-in-progress for interim 
accounts purposes is made readily available. The in- 
stallation of the system demands, in addition to sound 
accounting knowledge, a grasp of the principles of 
factory organisation, with an understanding of the 
methods of manufacture and construction of the product. 


Controls 
(A) WAGE RATES 

If wages are paid either partially or wholly under “‘pay- 
ment by results’ schemes, some measurement of pro- 
ductive effort can be obtained by analysis of wage rates. 
The bonus earned, expressed as a percentage of basic 
rates, suitably analysed by departments and sections of 
departments, will indicate the varying productivity of 
each section. This is a most useful guide in many con- 
cerns where no natural unit of output (tons, gallons and 
sO On) exists. 

Another method which can be used is the time allowed 
hourly wage rate. It is desirable, for this method to be 
accurate, that every job in the factory should be carefully 
timed. The total times allowed each week are then 
divided into the total wages earned (exclusive of overtime 
premium earnings) by department or section. A steady 
rise in the rate (if not caused by other factors) would 
indicate a falling output. Conversely, a rise in output 
would force the rate down. 


(B) DEPARTMENTAL OVERHEADS 
In large and medium-scale organisations, the compilation 
of departmental overhead rates is of fundamental 
importance. 
It is necessary so to organise the flow of wages and in- 
direct material costs that the service departmental costs 
can be built up first. A “service” department is one that 
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ACCOUNTANCY 


does not carry out any process on the product itself, but 
serves those departments that do so. The costs of the 
service departments are then absorbed by the productive 
departments to the extent that the latter benefit from the 
services provided. 

It will be obvious that many expenses are incurred each 
week that are chargeable direct to a given department. 
Other expenditure may be classified departmentally from 
an analysis of material requisitions. There are, however, 
certain items that are incurred continuously, but are paid 
for over given periods. Examples of these are gas, water, 
electricity, rates,.rent and the like. Such expenses must be 
provided for in the departmental costs, otherwise undue 
fluctuations, which will make observations of trends 
difficult, will occur. A method of overcoming this diffi- 
culty is to set up a memorandum suspense ledger for such 
items. A separate account can be opened for each item, 
and the amount charged in departmental costs can then 
be credited to the account. The appropriate invoices form 
the debits to the suspense ledger, and thus the accuracy of 
the predetermined amounts charged to departmental 
costs can be constantly checked. 

The total of all departmental costs must obviously be 
agreed with the financial accounts. It is necessary, there- 
fore, to build up a master cost summary, which is a total 
of all the departmental costs. Thus, the total of each 
expense item posted in detail to each department is 
posted to the master cost summary. The total shown on 
this summary, therefore, must equal the sum of the 
costs of productive departments after charging in them 
the costs of the service departments. 

The master cost summary can be reconciled with the 
financial accounts by the differences in the suspense 
ledger items. 

It should be observed here that expense nomenclature 
may be so designed that a given code can be used for 
financial and costing purposes. There is no merit what- 
ever in using different expense codings for cost and 
financial accounts. Every nominal ledger heading, and 
its corresponding code number, is used in the costing 
system. Thus, each document needed to post depart- 
mental costs bears two numbers, one indicating the 
department, and the other the appropriate nominal 
ledger expense account. 

The uses which can be made of departmental costs are 
manifold. Perhaps the main purpose is to ensure that 
overheads are controlled within the limits set by selling 
prices. 

In the writer’s experience, overheads tend to be more 
variable when a concern is expanding, and more fixed 
when contracting. It is, therefore, imperative to scruti- 
nise overhead rates very closely when expanding markets 
are being enjoyed. An effective control at this time will 
help to put the organisation in a better competitive 
position when higher pressures on selling prices are 
experienced. 

If departmental rates are available, quotations are morg 
accurate. The products con¢erned are loaded only with 
the costs of the processes used in their production. If only 
an over-all rate for the concern is available, orders may be 
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lost for this one reason alone. 

During the last twenty years, the difference between the 
cost per man hour and machine hour has been steadily 
widening—despite advances in wage rates during the 
whole of the last decade. It is safe to forecast that as more 
automatic and complex machines are installed in our 
factories, the difference will increase very rapidly. The 
control of costs in the operation of these machines is 
imperative, and will well repay the expenditure on clerical 
staff or office machinery necessary to prepare the required 
information. 


(C) PRESENTATION 

In the writer’s opinion costing information should be 
made available to all levels of management. Its presenta- 
tion differs in form and content, according to the par- 
ticular level of management concerned. A departmental 
superintendent, for example, should be provided at 
regular intervals with costing information about his 
department. As an illustration, a knowledge of the costs 
of the loose tools and consumable stores used in produc- 
tion departments often leads to economies that otherwise 
would be lost. 


(D) BUDGETARY CONTROL 
The subject of budgetary control, or, as it is sometimes 
termed, “‘management through accounts,” is much too 
wide to be covered in detail in this article. The broad 
principles, however, may be stated and a typical budget- 
ary control structure examined. 

Briefly, the budget should fall naturally into the fol- 
lowing groups: 

I. Sales budget; 
II. Production budget; 

III. Expenses budget; and 

IV. Financial budget. 

The co-ordination of the system is usually achieved 
through the medium of a Budget Committee, com- 
prising the principal executives of the business. The 
preparation of the budgets is often in the hands of a 
Budget Officer, responsible to the Chief Accountant. The 
Budget Officer must work in close co-operation with all 
departments concerned so that the budgets are framed 
realistically and are reasonably capable of achievement. 


I. Sales Budget 
The sales budget should provide some or all of the fol- 
lowing forecasts: 

(a) Sales by production or production groups; 

(5) Sales by territories; 

(c) Sales by seasons, months, or other defined periods; 

(d) Sales by customer classes; and 

(e) Sales by each traveller or salesman employed. 
These forecasts will provide data from which other 
budgets may be built up. Additionally, they may also be 
used as a guide to financial requirements and a “yard- 
stick” with which to measure the efficiency of the sales 
organisation. 


IT. Production Budget 
The term “production budget” is something of a mis- 
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10 ACCOUNTANCY 
nomer, for it really comprises three distinct budgets, 
namely: 


(a) Productive labour budget; 

(b) Productive materials budget; and 

(c) Plant capacity budget. 

The productive labour budget must indicate the num- 
ber of workers required to provide the output to meet the 
sales budget. Thus, it is important to show labour in 
grades of skill and classes of craft. It may well be, in 
present conditions, that some portion of the labour 
required may be unobtainable. Thus, the very prepara- 
tion of a budget will warn of difficulties ahead, which may 
be overcome if due action is taken at a sufficiently early 
stage. 

A productive materials budget is in the writer’s view 
essential in these days of varying delivery periods. In the 
aircraft industry, for example, sometimes almost as long 
a period is required to manufacture the raw material as 
to convert the raw material to a finished component. 
Often, before manufacture of the raw material can be 
started expensive tools and dies have to be made. Thus, 
to determine in advance what are the material require- 
ments often obviates delays—delays which otherwise 
could not be avoided. Other advantages of a productive 
materials budget are set out below: 

(i) It enables the purchasing department to obtain the 
benefit of quantity discounts; 

(ii) It provides control over purchasing, and may 
prevent the building up of unsaleable stocks; 

(iii) It measures the efficiency of the purchasing 
department; 

(iv) It provides a picture of the financial requirements 
of what may be the largest single element of cost. 

The evaluation of plant capacity requires a sound 
knowledge of industrial processes and the technical skill 
necessary to calculate manufacturing time cycles and 
factory workshop loads. The best known methods of 
production must be planned, the best sequence of 
operations must be devised and, finally, if varied produc- 
tion using the same resources is undertaken, the most 
economical batch sizes must be determined. 

Another aspect of production requiring consideration 
is the provision of tooling. Jigs, tools and fixtures in most 
branches of engineering are extremely expensive, and a 
budget for these items gives a measure of control over the 
expenditure on them. 

The plant capacity budget may reveal severe shortages 
of capacity on certain types of machines, while potential 
surplus capacity may be indicated on other types. Thus, 
appropriate action may be taken if the information is 
available before the difficulties arise physically. 


III. Expenses Budget 
Under this heading is included all overhead expenditure. 
The budget should be so analysed that expenses fall into 
the fixed, semi-variable, and fully variable groups. In 
many cases, an expense is fixed within a given range of 
production, and varies above or below that range. Thus, 
expenses in this group tend to move in a “staircase 
fashion” rather than a smooth curve proportionate to 
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output. The measurement of the “‘fixed’’ elements in 
semi-variable expenses can be made by use of “‘scatter”’ 
diagrams. A base has to be determined, and it is sug- 
gested that this should be the level of production that 
corresponds with the “break-even” point—the point at 
which a concern is making neither profits nor losses. A 
line drawn through the “scatter” diagram would then 
determine the “‘fixed”’ element in each overhead expense. 
This line can be drawn by inspection, but a more accurate 
line may be obtained by calculating “trend ordinates” by 
the statistical method of least squares. When this exercise 
has been completed, some idea of the degree of variability 
in each expense will be available. If direct labour is taken 
as a measurement of output, then the “variable” propor- 
tion of each expense may be expressed as a given amount 
per £1, £100 or £1,000 of direct wage, whichever figure is 
most easily handled. 

By these methods, flexible budgeting can be carried out 
so that the appropriate budget may be applied to each 
level of production. The next step, for control purposes, 
is to departmentalise the budget so that the cost of each 
department may be compared with the appropriate 
budget, and major variations investigated. 


IV. Financial Bydget 

The financial budget is a summary of all the budgets 
discussed above. It is set out in the form of double entry 
accounts. It must include, however, a capital expenditure 
budget. 

The capital expenditure budget should, it is suggested, 
be in two portions: 

(i) Routine capital budget; and 

(ii) Special capital budget. 

The routine capital budget is concerned with the re- 
placement of the present capital assets of the company, 
either because of wear or because of obsolescence. 
After examining all the factors involved, a budget is 
drawn up, to ensure the maintenance of the capital 
strength of the concern. 

The special capital budget is designed to cover extra- 
ordinary capital expenditure on new or improved 
capacity. 

The balance sheet at the end of the preceding period 
forms the starting point of the financial budget. 

From the information provided in budgets described 
previously, contro] accounts can be built up, using double 
entry methods at all stages, as follows: 

(a) Sales ledger control account; 

(b) Purchase ledger control account; 

(c) Cash and bank accounts; 

(d) Raw materials contro] account; 

(e) Finished stocks control account; and 

(f) Impersonal ledger accounts. 

Finally, a manufacturing account, a trading account 
and a profit and loss account can be extracted and a fore- 
cast balance sheet, including all the normal share capital 
accounts and the like as at the end of the budget period, 
can be constructed. These various accounts can then be 
analysed into shorter periods for comparison with 
monthly, quarterly, or other interim actual accounts. 
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Latest developments in automation 
are brilliantly reflected in the Monroe range of 
adding-calculators. Now available, too, is the world’s most 
advanced machine — the Monroe Duplex 66N. 
Here’s the fully automatic calculator that does even more than you ask of it ! 
Because not only does this years-ahead Monroe Duplex produce almost instantly the immediate figures 
you require, it also, at the same time, stores up and shows in a separate set of 
accumulating dials intermediate figures and results you will need later for final answers. 
These totals appear automatically with no extra effort on the part of the operator. 
They can also be held during other figuring operations 
until needed. Truly this is automation brought to business 
figuring of every kind. It’s unique in the new 
Monroe Duplex Model 66N. 


Monroe Calculating Machine Company Limited, 
Bush House, London, W.C.2. 
COVent Garden 0211. 


cea. 
wes 
MONROMANTIC 

Ca} EQUATION 

No. 5 

Miss Monroe’s so jolly, 

So pink-and-white-dolly, 

You'd never believe her square roots were so good! 

The true explanation’s 

A simple equation... 


A Miss plus a Monroe’s no Babe in the Wood ! 
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Give Your 
Business 
a Bonus... 


It’s time to be practical . . . time to cut out wasted 
effort on P.A.Y.E. form-filling . . . in short, it’s time to 
examine the Anson P.A.Y.E. machine. 


By cutting out all the time-consuming form-filling in 
your wages office, you receive the big bonus every week 
when you pay your wages in half the time, at a cost of 
hardly more than a few shillings per week. 


There is no quicker way for paying wages. 


Only Anson is fitted with: 


2. Magazine to hold 154 payslips, 
eliminating perforations. 


1. Automatic form 
alignment. 


NEW! 

P.A.Y.E. YEAR END RETURN x 
P.9, P.11, P.35 and P.60 = 
Completed in one operation * 


NSO 


PAYROLL MACHINES| 


ANSON ENQUIRY FORM ewwwwwwewwwwwee, 


» 1956 GEORGE ANSON & CO. LTD. 
Anson House, 58 Southwark Bridge Road, London, S.E.! 

, Tel: WATerloo 3746/9 { 
» Please send full details of the ANSON Payroll Machine without obligation. 
NAME |) : { 
; COMPANY ................. ; erence 4 

ADDRESS ....... sciiaas eaeehianaiaaiel — 
ak Approx. No. of employees... cece ; 


ON SALE NOW 


Eighth Edition 


“TAXATION” 
MANUAL 


INCOME TAX AND 
SUR-TAX 


Law and Practice 


A completely revised edition 
written by barristers and 
experts of wide experience 


Edited by 
RONALD STAPLES 


Gummed amendment slips are sent to 
all purchasers as occasion arises, noting 
changes in law and practice. 


PRICE 25!= NET 
25s 7d post free 


TO TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, W1] sk MAYfair 7888 


Please supply ............... copies of the EIGHTH EDITION 
of the ‘TAXATION’ MANUAL at 25s 7d post free. 


Name ard Address. .ccccccocscecssoovevesvcnesvnese 
(BLOCK LETTERS PLEASE) 


Remittance £ d enclosed. 


Accy. 1/56 Date 1955 


> pine oe 2 ee ee ee @ % Y 2 — ss ee to | Saeaaee & 
= hae “ss Poe. ae Ps iat Be he 7 7 = - see a rae Pag . © : ‘ a _— a ; ze 74 ee Pt ay 
, we Ps) ae | ia 75 - ae ; Be 7S ee ae asian A. ) 7 = aa ‘ a Gee.0 ; aes sc 
‘ im = oe, —— : et Mees ae a oe os = ae 7 ae Be 
“ er i sree i oe oa . = oe ‘ i. x Abs _-) = om: oe q el Pete Soe 
ats > ae a ae peer fed : a - we 1 _ " : oh i ‘ Z ° a q a i ; =a ; pe i 7 rn q a Gites : 
% — 
| 
| 
! 
» | 
ee 
} 
| 
AY 
eae vf SERPS TET ne BEBE nw ages OF 
ae ee . 9 alll co RE eee Se 
Whe: ss is SE ae — £3 
. S f <=> SS CASS ae és gd “heed 
Py ff «Se nama ae Re OE iy ie a 
: / Py 35% Bie ge Se a = f .- 7] 
. ra ee or ee ia et 
2 / . ie et aie ‘ ae | 
’ . oF SAPS eee cs ro 
i: iB cies f | pet os | | 
_ . thane ¢ ‘ a: 
: ce oy, > “ poe FE: : es 
2 3 > e j 4 
i oes age Nd ad 
é ee ry) ) | 
Rite Sei ie a Te ; coe! ADRES 
; eg r a | 
' 
po | } 
REET I | 
| ) 
Po | | 
; www www www ee Po PER weer | 
! 
F | 
| 
| Sites | 


ACCOUNTANCY 
Future Developments 


The first principle of any costing system is that it must fit 
into the production methods of the organisation—there 
can be no attempt at reversing this process of fit. The 
system must also be flexible and adaptable to changing 
methods of production and to changing product-mixes. 
For these reasons, this article has been confined to tech- 
niques adaptable to most circumstances, and descriptions 
of techniques with only peculiar applications have been 
excluded. 

One trend which is becoming quite pronounced is the 
integration of cost and financial accounts. The concep- 
tion of two sets of accounts is disappearing, and methods 
have been evolved so interlocking the accounts that the 
financial accounts represent summaries of costing data. 
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Integral accounts will, in the writer’s view, become more 
fully developed and widespread in the not too distant 
future. 

The introduction of electronic computers will un- 
doubtedly accelerate costing techniques. Information now 
too costly to obtain should become more readily avail- 
able, and thus the aid that the office can render to manage- 
ment will be greatly increased. Furthermore, the office 
will need better organisation. If modern office equipment 
is to be fully utilised, office work must be so organised 
that an even flow is maintained and “peak” periods 
eliminated. This aspect of office organisation is becoming 
more and more important and there is little doubt that 
the office of the future will demand a standard of organi- 
sation similar to that of the mass production factory of 
today. ' 


An economists’ “‘quiz’’ of small businesses revealed how 


competitive their markets were. Their profitability and progress was 
examined. Their sources of finance were traced. 


£ s. d. of Small Business 


EARLY IN 1955 three Oxford econo- 
mists surveyed a sample of manufac- 
turing businesses in the Birmingham 
area. The businesses were “‘small”’ to 
“‘small/medium” and public com- 
panies were excluded. A preliminary 
report appeared in the Bulletin of the 
Oxford Institute of Statistics for 
August last. 

Of the 142 businesses approached, 
65 provided their accounts or “‘the 
best part of their accounts,” and 22 
answered “all or most of the ques- 
tions but refused to give details of 
their accounts.”” Of the businesses 
that co-operated, fully or partially, 
74 were private limited liability com- 
panies. Three-quarters of these 74 
companies had six shareholders or 
less: the modal number was three. 
Of 84 of the businesses co-operating, 
46 employed between 10 and 49 
workers, 28 employed between 50 
and 149, and 10 employed between 
150 and 250. Just over half of the 
businesses had been founded before 


1919—most of these before the be- 
ginning of the century—but one- 
eighth had started since 1945. 

One of the objects of the survey 
was to discover whether the concerns 
were in a “competitive industry” and 
to examine the degree of competition. 
Fairly general questions on these 
points were asked and the authors 
admit that the answers “should be 
treated with some reserve.”’ Over 90 
per cent. of businessmen thought that 
“the market in their main line of 
business was highly competitive.”’ In 
contrast with the economist’s under- 
standing of a competitive industry, 
few regarded the degree of competi- 
tion as being a function of the num- 
ber of competing firms. There was 
considerable dispersion in the ap- 
proximate number of competitors 
quoted by the sample of businesses— 
54 per cent. of them stated that they 
had between 10 and 99 competitors, 
21 per cent. said that they had fewer 
than this range, and 25 per cent. 


that they had more. 

Price was given as the most impor- 
tant form of competition by some 
92 per cent. of the businesses and 70 
per cent. considered that their mar- 
kets had become more competitive in 
recent years. A particular reason 
given for the intensified competition 
was the easing of the raw materials 
supply. Membership of trade asso- 
ciations was admitted by 49 busi- 
nesses and of these 14 said that their 
prices were “regulated” by their 
association. The general impression 
of the three economists was “that 
small and medium-sized businesses 
are probably not nearly so much in 
favour of trade associations and their 
controlling activities as is often 
believed.” A large proportion of the 
manufacturers were, apparently, 
mainly sub-contractors selling to 
other manufacturers. But 27 per cent. 
were selling direct to Government 
Departments, local authorities or the 
nationalised industries. 
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Of the 78 concerns that revealed 
their turnover, 37 had an annual 
total of less than £50,000, and 26 
one of between £100,000 and 
£500,000. The distribution by total 
assets was as follows: 36 businesses 
with less than £40,000, 12 with be- 
tween £40,000 and £100,000, and 17 
with more than £100,000 (5 of them 
with more than £250,000). 

Provisional figures indicated that 
sales per employee tended to increase 
with the size of the business (whether 
measured by total assets or sales). 
But the relationship between, on the 
one hand, sales per £ of total assets 
and, on the other hand, the size of 
the business (however measured) was 
slightly negative. The capital used 
per employee did not seem to increase 
with the size of the business, if that 
size was measured by employment or 
sales, but it did increase if the size 
was measured by assets. 

To compare profitability, the 
economists used the rate of gross 
profit on total assets. ““Gross profit” 
was defined as profits before tax, 
dividends and drawings. It was 
recognised that effective comparisons 
of the gross profit of the different 
firms would be seriously affected by 
the varying size of the remuneration 
taken by the owner-cum-working 
director. Basing “gross profit’ on 
total assets—in preference to capital 
employed, net worth or turnover— 
the survey revealed a wide dispersion 
of profit rates within the various 
sized groups as well as a concentra- 
tion of losses in the group containing 
the smallest companies, particularly 
those with less than 30 workers. The 
report concluded that the larger 
businesses were making high rates of 
profit. About 11 per cent. of all the 
concerns were making losses. The 
gross profit of about one-third of the 
businesses represented more than 15 
per cent. on total assets, but if the 
gross profit is taken on net worth 
instead of total assets, nearly two- 
thirds of the businesses showed 
returns higher than 15 per cent. 

“Net profits,” defined as gross 
profits less tax, was not a particularly 
easy measure to compute. In some 
instances the directors’ remuneration 
had to be added back to the gross 
figure and tax deducted from the 


aggregate. Often the tax charged 
shown in the accounts had little 
relevance to the profits of the period. 
Relating net profits to total assets, 
the rate of return for more than four- 
fifths of the businesses surveyed was 
below 15 per cent. Almost half of 
them had a net profit rate on 
total assets of less than 5 per cent. 
Substituting “net worth” for “total 
assets,” more than two-fifths showed 
a rate of net profit in excess of 10 per 
cent. 

The survey sought to estimate how 
much net profit was ploughed back 
into the business. About one-fifth 
of the concerns retained no profits. 
About one-half retained profits equal 
to more than 5 per cent. of their net 
worth; for one-seventh the rate was 
15 per cent. or more. 

Using changes in the average 
numbers employed, with annual sales 
as an alternative, the authors at- 
tempted to measure the growth of the 
sample businesses between 1947 and 
1953. The most striking result was 
that a high proportion of businesses 
had not grown or had declined. No 
less than 75 per cent. of the busi- 
nesses had increased the capacity of 
their plant during the six years, 
while the “‘growing’”’ concerns had 
expanded theirs by more than 20 per 
cent. In contrast, only two-fifths of 
the businesses were working to full 
capacity. No very precise indication 
of the meaning of “‘capacity”’ is given 
in the report and the businessmen 
gave their personal assessment of 
changes in capacity. 

For most of the businesses the 
bank overdraft was the major source 
of external finance, but a substantial 
number relied on internal resources, 
primarily on directors’ loans. Mort- 
gages from building societies and 
hire purchase arrangements were 
among the other methods of external 
finance employed. Of 82 businesses, 
just over a half raised all their finance 
from profits or from sources already 
connected with the businesses. With 
few exceptions, the smaller concerns 
financed themselves in these ways, or 
by bank overdrafts. None of the con- 
cerns that used only retained profits 
for financing themselves had ever 
tried to obtain funds from outside, 
and the concerns that had raised 
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capital externally were practically 
unanimous in recording that they 
had experienced no difficulty in 
doing so. So far as the economists’ 
enquiry went, then, the ‘“‘Mac- 
Millan gap” was virtually closed 
during the post-war period covered. 
The economists noted that on the 
whole the businesses that were inter- 
nally financed did not expand so much 
as the externally financed, but the 
general level of profits seemed to be 
markedly higher among the intern- 
ally financed. In other words, the 
higher the profits, the less the need 
for external finance: nearly all the 
businesses that were internally 
financed fell in the group with a 
profit rate of more than 10 per cent. 
on total assets. Three-quarters of the 
businesses that were externally 
financed had a profit rate of less than 
10 per cent on total assets. 

The methods employed in this 
survey and the economic-cum-ac- 
counting categories in which the 
economists cast their figures—-par- 
ticularly the category of total assets— 
are open to some detailed criticism, 
but in this highly compressed sum- 
mary it is not practicable, nor would 
it be fair, to enlarge on these points. 
We may content ourselves with a few 
remarks of a more general nature. 
The non-response rate appears to 
have been seriously under-estimated, 
yet to anyone in contact with the 
“small businessman” it would have 
come as no surprise. The econo- 
mists’ comments on the extensive 
variety of accounts produced and the 
absence of any reference to the prob- 
lem of balance sheet valuations or to 
the tax factor—especially with “‘sur- 
tax companies’’—suggests that fuller 
consultation with practising account- 
ants before the inquiry was under- 
taken would have yielded useful 
results. The report does, however, 
deserve scrutiny by the professional 
accountant, not only for its results, 
but also so that he may appreciate 
the difficulties encountered by eco- 
nomists in assembling financial data 
on business. One notes with regret 
the statement that some concerns 
approached in the survey based 
their refusal to make available their 
accounts on the advice of their 


accountants. 
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A New View on Oversea Profits 


By C. D. HELLYAR, F.c.A. 


In ACCOUNTANCY for July (pages 257-264) and August (pages 297-301) we reported the 
recommendations of the Royal Commission on the Taxation of Profits and Income, 
with brief discussions on a number of points. We now present the fifth of a series of 
articles giving more detailed commentaries on the major suggestions of the Royal 
Commission. The other articles in this series were: 

Enlightenment on Stock-in-Trade, by C. D. Hellyar, F.c.a., August, 1955 


(pages 301-4). 


Corporate Taxation, by Frank Bower, C.B.E., M.A., September, 1955 (pages 


341-4). 


Taxation of Income from Property, by H. A. R. J. Wilson, F.C.A., F.S.A.A., 


October, 1955 (pages 379-83). 


Streamlining the Profits Tax, by L. A. Hall, A.c.a., A.S.A.A., November, 1955 


(pages 418-21). 


Benefits in Kind, by H. A. R. J. Wilson, F.C.A., F.S.A.A., December, 1955 


(pages 461-3). 


IT IS A platitude that oversea trade and investment are 
vital to this country. It is therefore not surprising that the 
taxation implications they provoke gave much concern to 
the Royal Commission. We now have in the majority 
report the Commission’s second attack on the problem of 
the taxation of oversea income, the study of which, at the 
urgent request of the Chancellor, inspired the first 
interim report. 

The first report deliberately limited itself to certain 
narrow and specific issues, deferring an expression of 
view on the wider problem—what is the proper basis for 
assessing oversea income and, in particular, oversea 
profits? 

It is best to concentrate on this wider problem, since 
it is easy to become lost in technical detail. A full con- 
spectus is indeed essential, because the problem is 
basically an international one, though in the report we 
view it in its national context. 

First of all, what is the scope of the inquiry? What, ina 
word, is oversea income? 


Character of Oversea Income 
Up to a point the answer is definite and obvious. Certain 
types of income, such as interest on securities, dividends 
on shares in oversea companies, royalties, even personal 
earnings, can be clearly linked with a source overseas. It 
is when we examine business profits that the difficulty of 
determining the situs arises. As the Commission empha- 
sises, it is a matter of breaking down the elements of a 
balance of profit. 

Such profit may arise from operations wholly carried 


on abroad, such as a public utility, or from an oversea 
mine, part of the product of which is marketed in the 
United Kingdom, or, in relation to goods manufactured 
and exported, there may be infinite gradations between 
the straight shipping of goods to a foreign customer and 
the effecting of sales by wholesale depots or agents 
abroad who may or may not hold stocks or have authority 
to accept orders. 

Moreover, under the United Kingdom tax concept of a 
company controlled and managed here (having a Board 
of directors meeting here, wherever the company may be 
incorporated) all its trading profits are by a legal fiction 
deemed to arise here, even though they clearly do not. 

If a United Kingdom company so resident transfers 
any part of its oversea business to a subsidiary company 
controlled and managed overseas by a local board, it will 
pay British tax only on the dividends it receives there- 
from. To make such a transfer without Treasury consent 
is, however, now a criminal offence by virtue of Section 
468 of the Income Tax Act, 1952. 

Superimposed upon all this is the basic pattern under- 
lying the Income Tax Acts, which levy tax upon all 
income arising in the United Kingdom no matter to 
whom it accrues and all income, wherever arising, that 
accrues to a United Kingdom resident. 


International Conflict of Laws 

This right, traditionally assumed by the United Kingdom, 
inevitably gives rise to an overlapping or conflict with the 
Revenue laws of other territories which naturally seek to 
assess to their own taxes profits or income arising within 
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their own jurisdiction. Over the years this burden of 
double taxation has been dealt with by piecemeal con- 
cessions to the taxpayer by the United Kingdom govern- 
ment, either granted unilaterally or by virtue of bilateral 
treaties based upon an international model. Under these 
treaties, the place where different types of income arise is 
defined by the two contracting parties, who either 
exempt such income from taxation or provide that a 
credit shall be given against tax levied by them in respect 
of tax levied on the same income by the other party. 

Thus, if the oversea rate is less than the United King- 
dom rate upon the same oversea income, the difference 
is assessed upon a United Kingdom resident, whether a 
company or an individual. The latter then in total bears 
the higher of the United Kingdom or the oversea rate. 

A significant feature of the treaty system is the defini- 
tion therein of a “‘permanent establishment.” This is a 
description of the activities carried on in a territory by a 
non-resident person which are the minimum activities 
necessary to constitute doing business there and give 
rise to taxable profits. These activities include the main- 
taining of a branch establishment or agent who has power 
to accept selling orders or fills them out of stocks which 
he keeps, but not the maintenance of a purchasing 
organisation. 

Nevertheless, the tax credit system is an unsatis- 
factory makeshift. It assumes (in the United Kingdom at 
least) that an equivalent tax must be found overseas 
before a credit can be given against British income tax 
and profits tax. Yet the oversea Revenue laws may be, 
and often are, quite dissimilar in structure from our 
income tax and profits tax; for example, the principal 
tax may be an export tax or even some kind of levy which 
may not be called a tax at all. 

Accordingly, it was argued in evidence before the 
Royal Commission that the logical way to deal with a 
situation in which two jurisdictions simultaneously claim 
tax in different ways from one fund of profit is for one 
party to abandon its claim. Since it is now universally 
accepted that the territory in which income arises has the 
prior right to tax, this means that the territory which 
taxes oversea income of its residents should cease to do 
so. It is not in this view an adequate reply to say that 
oversea tax rates are now generally rising or that the tax 
credit system substantially cancels out the British tax. So 
far as it is true, this is an argument for abolishing the 
latter. 


A Diversity of Voices 

The Commission having posed the problem in its national 
and international setting proceeds to examine it from 
various angles. It finds not unnaturally a considerable 
diversity of opinion among the members—a diversity, 
indeed, which they are unable to reconcile. In order to 
give full scope to these differing views, the majority 
report adopts an unusual method of exposition which 
more nearly resembles a series of symphonic movements 
than a marshalling of arguments. In turn, the opposing 
themes are stated and developed until finally there issues 
a thin trickle of recommendations. 
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The majority examines the problem from three angles 
—the national interest, equity in the incidence of taxation 
and harmony with international attitudes to the problem. 

One school of thought has no doubt that a change in 
the present system should be made so as to confer a 
special status on trading profits made overseas. Another 
has grave doubts about the equity of conferring special 
taxation privileges and the economic benefit to the nation 
in giving a so-called fiscal stimulus to investment over- 
seas rather than in this country. Finally, there is a school 
which, while not supporting the argument for total 
exemption, was ready to support an effective compromise 
if one could be found. 


Alternative Solutions 

The possible methods of implementing exemption are 
then reviewed by the Commission in the light of the 
various schemes employed in other countries for the 
purpose. Some of these methods are listed briefly in 
appendix III of the report. A study of them leads the 
Commission to believe that there is indeed a substantial 
body of opinion internationally in favour of some degree 
of exemption for oversea income, though the scope of 
the oversea income covered thereby varies considerably. 

The Commission forms the opinion that there are two 
main alternatives. One is to define a special category of 
profits and then exempt it in the hands of companies only; 
the other is to define a special category of corporation and 
to exempt its profits and income. In either case the 
exemption would be conditional and qualified. Once the 
exempted income was distributed, whether to individual 
shareholders or to a parent company, tax would have to 
be accounted for. The majority favours the second 
alternative. 

One reason that initially disposed the Commission to 
favour the first method was that it appeared that in the 
definition of a “permanent establishment” set forth in the 
treaties, a ready-made test lay to hand for distinguishing 
oversea profits from the other trading profits of a 
company. 

The Board of Inland Revenue, in one of its famous 
memoranda which the curious may inspect at the British 
Museum and elsewhere (it is not reproduced with the 
published report) disagrees with this view. To use such a 
test for the purpose of calculating a tax credit is, it said, 
a very different thing from using it to define exempt 
income. The taxpayer at present has to pay total taxes at 
least equal to the income tax and profits tax levied in the 
United Kingdom. If, however, he were to obtain exemp- 
tion from British tax by the process of setting up a 
permanent establishment overseas, who knew what base 
devices he might resort to in order to bring this situation 
about? The result would be to incur oversea taxes un- 
necessarily and produce unfavourable effects upon our 
balance of payments. 

The Commissioners’ respect for the Board’s point of 
view does not deter them from believing that some 
measure of exemption could be devised. They instance the 
Australian code as providing exemption on oversea 
income by virtue of the mere fact of an oversea tax 
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” | bought it for three very good reasons ...” 


To Kalamazoo Ltd., Birmingham, 31. : 
' Please give me full information about the : 
“Copy-Writer’ Wages System, without obligation on : 


my part. 


Business people always buy for good reasons - and at least one out of 
five buy Kalamazoo Copy-Writer Wages System because a friend, or 
colleague, using it already, urged him to do so! The striking fact, 
that this Kalamazoo system is so often sold entirely by recommendation, 


proves its excellence. 


This user recommended Kalamazoo because it overcame these difficulties :- 


it satisfied Employees and the Union about all deductions from wages, 
it overcame clerical shortage difficulties, 
it eliminated errors. 


There could have been half-a-dozen other reasons as well. 
Post the coupon and get them all. 
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FOR NEW IDEAS * 


ON BUSINESS DICTATION 


After long research on business dictation, *THIS IS REMINGTON 
ULTRAVOX Youcar use it on any 


Remington Rand now offer the Remington 
desk or table corner — even in your car. It 


Ultravox. Here at last is a dictating machine records faithfully at the noisiest conference 
that incorporates ail significant technical or from the far end of your Office. You can 

amend any dictation error by speaking over 
advances, ail] features that make for ease and the mistake. Remington Ultravox sound 
flexibility of use. Here is a new conception carriers have a ten-minute recording capa- 


: ; 7 city. They can be mailed like a quarto letter, 
of high-speed error-free dictation: you (and erased and re-used time and again. As for 
the quality of tone and reproduction, the 
ease of telephone recordings—try it for 
your own Office. | yourself... 


your secretary) are welcome to test it in 


Send for the Man from 


Remington. Mand 


COUPON: | would like to know more about Remington Ultravox. Please * ask your representative 
to arrange a free demonstration [_| * provide further information [_| (tick course of action required) 


REMINGTON RAND LTD, I-19 NEW OXFORD STREET, LONDON WCI_ Telephone: CHA 8888 
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liability thereon. They note, however, the inadequacy of 
this test to cover cases where the oversea taxing authority 
provided special relief to stimulate “pioneer industries” 
or used special rules of measurement, such as “depletion 
allowances” in the extractive industries, with the result in 
either case of reducing the tax liability to nil. 


The Oversea Trade Corporation 

For these reasons, the majority comes down in favour of 
using a special category of corporation to be designated 
an “Oversea Trade Corporation” (the report spells the 
adjective “overseas” but the better usage is employed 
here) and its views are set forth succinctly in paragraphs 
689 and 690 under the heading “The Action Recom- 
mended.” 

Such a corporation would be resident and presumably 
incorporated in the United Kingdom, and the fact that it 
was controlled and managed by a Board of Directors here 
would be irrelevant. Individuals or partners who wished 
to profit from the privileges offered would have to form 
themselves into companies. 

The Commission is not very precise regarding the area 
of oversea profit to be comprised in the Oversea Trade 
Corporation. Primarily, it would consist of trading 
profits, but this would include dividends from an oversea 
trading subsidiary and perhaps from an allied trading 
company in which the corporation held part of the share 
capital, but not oversea “portfolio” investments. The 
report does not refer specifically to such oversea income 
as interest, royalties, payments for technical services and 
similar items which, if received from subsidiary or asso- 
ciated companies, can differ very little in essential 
character from dividends. Although the Commission’s 
views are somewhat ambiguous on the point, it would 
appear that the exempt items would not include the profit 
on mere exports or sales fo an oversea territory as 
distinct from sales in that territory. 

Difficulties in apportioning profit attributable to the 
activities conducted in the United Kingdom and overseas 
respectively would have to be faced and overcome; only 
the profit attributable to the latter could form part of the 
profits of the Oversea Trade Corporation. 

As already stated, the. exemption would be a con- 
ditional one in so far as tax on the profits would have to 
be accounted for to the Revenue authorities, once 
distributed by the Oversea Trade Corporation. This tax 
would consist of the excess of the standard rate of 
United Kingdom income tax over the oversea tax borne 
by the corporation directly or indirectly. Otherwise, the 
shareholder in such a corporation would be worse off 
than one in an ordinary company benefiting from double 
taxation relief. Machinery would have to be devised to 
calculate the rate of tax to be attributed to each dividend; 
it would not present much difficulty but a running record 
of fiscal profits and dividends payable from them would 
probably have to be maintained, as in the United States. 

The treatment of profits tax presents the Commission 
with a nice problem, which it solves rather neatly. The 
solution is that profits tax should be levied at a flat rate, 
as proposed elsewhere in the report, and then discharged 
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against the oversea taxes, leaving any remaining balance 
of oversea taxes to be set-off against the United Kingdom 
income tax on the dividends. 

The objections of equity arising from a progressive 
income tax and sur-tax on individuals would thus be met. 
The oversea income would be exempt only so long as it 
was utilised in the business; once it fell into the hands of 
its shareholders, the full burden of tax would be borne. 


A New International Concept 


Thus a new concept has been born and its ingenuity has 
much to recommend it. It is interesting to see how the 
pressure of common problems and the recognition of 
international obligations have given rise to similar ideas 
in different countries. In the United States, after some 
unsatisfactory experience of Western Hemisphere Trade 
Corporations and similar institutions of special type, 
there is now an authoritative current of opinion in favour 
of a solution which strongly resembles that put forward 
by the majority of the Royal Commission. Mr. Alan L. 
Gornick, Tax Counsel to the Ford Motor Company, 
delivered in November last year a lucid address to the 
National Foreign Trade Council in New York City in 
which he described his own proposals and mentions 
other schemes for a ‘Foreign Business Corporation”’ put 
forward under the auspices of the Harvard Law School 
and for an “International Business Corporation” 
developed by Mr. Richard C. Munsche. This address is 
available in pamphlet form. 

A major impulse behind all these plans is the recog- 
nition of the value to the national economy of business 
activity overseas, necessarily involving the employment 
of funds abroad. Most of them exclude from the exempt 
category those export operations which are not actively 
conducted within a foreign country or countries. It is 
dismal, therefore, to read the views of the minority in the 
Royal Commission Report, expressed as follows: 
“During the whole period since 1945 we have had 
difficulty . . . in paying for our imports. In these cir- 
cumstances we cannot afford to encourage oversea 
investment to more than a limited extent.” 

There is added apparently as a clinching argument: 
“But it will rarely have happened that oversea investment 
has so greatly expanded the demand for United Kingdom 
exports that it has caused a net increase in the surplus 
available for spending on imports in the year in which the 
investment has occurred.” 

It would indeed be a sad day for this country if its 
economic future were decided by such defeatist short- 
term considerations. There is something very wrong in 
the idea that we have to choose between the export trade 
and oversea investment: the two have been very closely 
linked in our origins as a great trading nation. 

Moreover, “‘oversea investment” is, in itself, an am- 
biguous phrase. The business activities it covers are not 
something that can be turned on and off like a tap. The 
industrialist knows full well that a particular opportunity 
for profitable activity, involving the employment of capital 
abroad, must be taken at the flood, as it may not 
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Taxation of Landlords’ 
Premiums 


[CONTRIBUTED] 


SECTION 173 of the Income Tax Act 
of 1952 charges a landlord to tax in 
certain circumstances on an “‘excess 
rent” ona “short lease.”’ The wording 
is: 

. if as respects any year of assess- 
ment the immediate lessor of a unit 
of assessment is entitled to any rent 
payable [under a short lease], he shall 
be chargeable to tax under Case VI of 
Schedule D in respect of the excess, if 
any, of the amount which would have 
been the amount of the assessment of 
the unit for the purpose of Schedule 
A as reduced for the purpose of col- 
lection, if the annual value of the unit 
had been determined . . . by reference 
to that rent and the other terms of the 
lease . . . over whichever is the greater 
of— 

(a) the actual amount of the unit for 
the purposes of Schedule A as re- 
duced for the purpose of collection, or, 

(b) the amount of any rent payable 
by the immediate lessor in respect of 
the unit under any short lease... . 


Section 172 (1) defines a short lease 
for this purpose as one with a term 
of 50 years or less. 


Notional Schedule A Assessment 
One has, therefore, to make a 
calculation. A notional assessment, 
based on the actual rent being re- 
ceived and on the “‘other terms of the 
lease,”’ must first be arrived at. This 
notional assessment must then be 
compared with the actual assessment 
to Schedule A. And, if the landlord’s 
interest is a leasehold one, the 
notional assessment must also be 
compared with one that the landlord 
is himself paying under a short lease 
to his superior landlord. Any excess 
of the notional assessment over the 
greater of the Schedule A assessment, 
and the landlord’s rent payment, as 
the case may be, is taxable under 
Case VI. Let us first give an illustra- 
tion ignoring the “other terms of 
the lease.” 


Illustration £ 
Rent receivable by landlord 160 
Gross annual value 100 


Notional repairs allowance 
(on rent of £160) 30 


Notional Schedule A assessment 
(£160-£30) 


Gross annual value 
Repairs allowance (1/S5th of £100) 20 


Actual Schedule A assessment 
(£100—£20) 80 


Excess rent (£130—-£80) 50 


Effect of Payment of Premium for 
Lease 

But now suppose that the landlord, 
instead of letting the premises at an 
annual rent of £160 for 10 years, let 
them at an annual rent of £10 for 10 
years and had charged a premium of 
£1,500. Would the landlord in such 
circumstances be liable to tax on 
excess rent? 

In this connection it is important 
to bear in mind the method adopted 
in arriving at an assessment to 
Schedule A (gross) if a premium is 
charged. Davies v. Abbott (1927, 11 
T.C. 575) is the principal authority on 
this point. In that case the premises 
were let for a term of 14 years at a 
rent of £30 and a premium of £200 
was paid for the lease. The tenant 
covenanted to do repairs. The gross 
assessment was arrived at thus: 


£ 
Rent 30 
1/14th of premium of £200 14 
Interest on £200 10 


Value of tenant’s repairingcovenant 14 


£68 


Notional Assessment and the “‘Other 
terms of Lease” 

We have already noted that the 
notional assessment must take ac- 
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count not only of the rent, but also 
of all the other terms of the lease. Is 
the payment of a premium another 
term of the lease? A strong argument 
can be put forward that it is nothing 
of the kind, that it is merely the 
purchase price of a leasehold interest 
in land. Moreover, in Section 173 of 
the Act the expression “other terms” 
follows the words “that rent.’’ The 
payment of rent is certainly a term of 
the lease, and other terms would in- 
clude covenants and obligations on 
the part of the landlord or the tenant, 
such as covenants to pay rates, to 
repair, to execute works of improve- 
ment and the like. It may follow that 
the payment of a premium is not a 
“term of the lease,” but is merely a 
sum that has to be paid before the 
lease can ever come into being at all. 

If, on the other hand, the view were 
taken that in a particuiar case, having 
regard to the wording of the lease, the 
payment of a premium had been un- 
wittingly made a “term” of it, then 
there seems to be no escape from the 
conclusion that the notional assess- 
ment is to be arrived at by taking 
account of the premium as well and 
by spreading it over the term granted, 
making the calculation of the notional 
assessment in accordance with the 
principle of Davies v. Abbott. 

At present, however, lessors who 
let property at low rents for pre- 
miums are pretty secure, for it is not 
the current practice of the Inland 
Revenue to raise excess rent assess- 
ments when premiums are charged. 

It is sometimes said that an excess 
rent charge may not be made in the 
circumstances envisaged, for the 
reason that the actual rent is less than 
the Schedule A assessment. There 
appears, however, to be no founda- 
tion for this view. The words of Sec- 
tion 175 are specific, and enable the 
charge to be made, if, ceteris paribus, 
the immediate lessor is entitled “to 
any rent” payable under the short 
lease. The words “‘any rent” are not 
qualified in any way. 


Other Practical Difficulties 
There are other practical difficulties 
if the property is let at a low rent and 
for a correspondingly substantial 
premium. 

Section 109 (1) (c) of the Income 
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Tax Act, 1952, provides that the 
assessment and charge under Sched- 
ule A is to be made upon the landlord 
in respect of “‘any house or building 
let in different apartments or tene- 
ments and occupied by two or more 
persons separately.” These pro- 
visions have been held to apply to 
blocks of flats—see Norwich Union 
Life Assurance Society v. Embleton 
(1927, 137 L.T. 415; 11 T.C. 681) and 
Towle v. Improved Industrial Dwellings 
Co. Ltd. (1931). 

Now the practical principle ap- 
pears to be that where a person pays 
a premium for a lease he acquires an 
interest in property, just as does a 
person who purchases a freehold 
property. It would follow that the 
burden of the Schedule A tax ought 
to fall on the purchaser, whether he 
occupies the property himself or 
turns it to account by letting it at a 
proper rack rent. If, however, an 
excess rent charge were made on the 
landlord following the principle in 
Davies vy. Abbott, the injustice would 
result that the landlord would be 
bearing the burden not only of the 
Schedule A tax, but also of an excess 
rent charge, while the tenant, having, 


Envious Taxes 
By NICHOLAS LANE 


TAXATION IN ALL its hateful forms is 
always topical, but surprisingly little 
of the endless discussion of it is con- 
cerned with the wider framework in 
which it operates; even the Royal 
Commission, and certainly the com- 
mentators on the Commission, have 
concentrated on detail. Professor 
Lionel Robbins, in the October issue 
of Lloyds Bank Review, considers 
only that wider framework. In “‘Notes 
on Public Finance” he argues that 
taxation is a most important, if not 
the most important, instrument of 
social change, that it has altered and 


as it were, capitalised the rent which 
he would otherwise have had to 
pay, would be entirely free of 
Schedule A tax. However, econom- 
ically the injustice can be said to 
disappear by an adjustment down- 
wards in the amount of the premium 
that the landlord would pay in the 
first place. 


Sale of Reversion 

What if the landlord sold his rever- 
sion? As the excess rent charge based 
on the premium would continue, the 
purchaser of the reversion would be 
receiving a small rent and at the 
same time would be liable to the 
Schedule A and excess rent charge. 
Again, economically, matters would 
be equilibrated by a downward 
adjustment in the market price of the 
reversion. 


Division of house into Distinct ‘‘Prop- 
erties” 

The position, clearly, would be some- 
what improved if Section 113 of the 
Income Tax Act, 1952, were applied. 
Under this Section, ‘“‘where a house is 
divided into distinct properties and 
occupied by distinct owners, or their 


is continuing to alter most radically 
the whole appearance and content of 
our society, and that not by any 
means all the change is for the better. 
Some degree of collectivism is 
essential in a modern community, 
but not as much as we have and cer- 
tainly not as much as we are going to 
get if present tendencies continue. 
Specifically he urges that the steep- 
ness of the progression of direct 
taxation should be diminished; that 
the “tax on marriage” (in the sur-tax 
classes) should be abolished and, in- 
deed, that aggregate married incomes 
should be divided for taxation not 
merely by two but by two plus the 
number of children; that death 
duties should give place to legacy 
duties; that taxation encouragement 
should be given to the allotment of 
shares in the equity to workers in the 
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respective tenants, such properties 
shall be separately assessed and 
charged under Schedule A on the 
respective occupiers thereof.” It is 
contended that where part of a 
building—and, it is further con- 
tended, a flat is to be taken as a part 
of a building for this purpose—is let 
at a small rent with a premium—at 
any rate, if the premium is a sub- 
stantial one—the tenant is to be 
regarded as having acquired a “prop- 
erty”, and in such circumstances, 
that the tenant and not the landlord 
should be charged to Schedule A tax, 
if he personally occupies the “‘prop- 
erty” and also if he has let it, when 
he must suffer the deduction of tax 
at the hands of the actual occupier 
to whom he may have let his “‘prop- 
erty.” 

Section 109 of the Act seems to be 
incongruous with Section 113, at 
least in respect of Schedule A tax and 
excess rents, if a part of a building, 
whether a maisonette or a flat in a 
block of flats, has been let at a low 
rent for a substantial premium. 

No doubt, the whole problem will 
be judicially considered before very 
long. 


concern. All this is good meat for any 
Chancellor to chew; and we may 
hope that Mr. Butler will masticate 
well. But, agreeing with almost the 
whole of Professor Robbins’s gloomy 
diagnosis, one yet wonders whether 
the flood he seeks to dam is not in its 
nature irresistible. 

There are many to agree that in- 
come tax at its present level is an 
iniquitous imposition. There are 
many who will admit, with Professor 
Robbins, that taxes on income in 
their ferocious slope upwards to the 
ultimate 18s. 6d. in the pound do not 
form the framework in which indus- 
trial empires were built. Perhaps one 
might go so far as to guess that there 
are few intelligent men who would 
argue strongly against either pro- 
position; the nearest that most peo- 
ple can bring themselves to criticism 
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of the argument is the remark: “But 
the money has to be found some- 
where.”” (But Professor Robbins 
points out that, while reduction 
in taxation is always desirable, he 
is here pleading for a reconstruction 
of the tax structure that would not 
necessarily involve any loss of 
revenue.) 

In the face of this kind of near- 
unanimity (at least on the topic of 
income tax, of which so large a sec- 
tion of the community has personal 
experience) it might be expected that 
revolution would break out at any 
moment. Perhaps one of the most 
powerful stabilising elements is one 
which has received less than its proper 
public acknowledgment: the deep- 
rooted human inability to believe 
that anyone receiving a larger income 
than oneself can be really in want. 
Most of us can find this inability in 
ourselves: intellectually we may ac- 
cept the obvious fact that, just as we 
ourselves seem no better off for the 
last £500 of salary increases, so the 
man who has had £5,000 may with 
equal justice still be feeling poor; but 
emotionally—instinctively—we can- 
not believe it. It is not difficult to 
trace the connection between the 
level and the nature of taxaticn and 
this lack of sympathy with those 
richer than ourselves. It is not 
difficult, indeed, to see in that lack of 
sympathy much more than its im- 
mediate implications. 

For before any alteration can be 
brought about in any established 
order there has to be an initiative 
taken by somebody somewhere. It 
has been increasingly clear for half a 
century or more that the effect of a 
“universal” franchise must be even- 
tually to place political power in the 
hands of what are loosely termed 
“the masses,” and to-day, when any 
government must have an eye to at 
least the marginal voter, it is easy 
enough to prophesy that no govern- 
ment of any complexion will seek to 
bring back the days of Privilege. And 
any proposals that may seem to tend 
in that general direction are easy 
enough to deal with on the basis that 
“we'd lose the next election if we 
tried, you know.” 

But there is a more important in- 
fluence at work than even political 


pressure. In a recent discussion with 
the Inland Revenue on a disputed 
item in staff salaries an accountant 
protested strongly when it was 
suggested that the item might be 
exempted from income tax but must 
certainly be charged to sur-tax; and 
the Inland Revenue representative 
remarked blandly “Well, after all we 
needn’t sympathise too deeply with 
the chaps getting over £2,000.”” That 
may not be the voice of the Civil 
Service. But anyhow it was a very 
human voice, saying what many of us 
have said in more or less unbuttoned 
moments. It probably shows, as 
neatly as any single incident could, 
how unlikely it is that any radical 
alteration of the sur-tax structure 
will be attempted by any conceivable 
government in the foreseeable future. 
And it is a fair guess that the same 
official would say something very 
similar about death duties, or about 
the “‘marriage tax.” 

In the past, political power and 
“real” power have rested in the same 
(privileged) hands: the initiative 
rested with the owners of those 
hands. Now, as perhaps never before 
in history, and as the result of an 
unparalleled exercise of self-denying 
political genius, the political power 
has been transferred to the working 
classes and the “real” power to a 
bureaucracy—the word is not neces- 
sarily a rude one—whose average in- 
come is perhaps between £1,500 and 
£2,500. Who is to initiate any reduc- 
tion in death duties or in the higher 
ranges of tax? Obviously Professor 
Robbins is such a one, but he is in a 
small minority. In any academic dis- 
cussion the Member of Parliament 
and the higher Civil Servant can 
agree that the sorrows of the very 
wealthy are very real, and even, as 
Professor Robbins argues, that it is 
bad for the country that this state of 
affairs should exist. But instinct says 
otherwise, and political pressures 
line up tidily with the instinctive 
“After all, he can’t be poverty 
stricken on £3,000.” 

The implications are of course 
much wider still. It has been asked 
already, often enough, whether a 
democracy can in the long run sur- 
vive its inevitable tendency to the 
lowest common multiple. That can be 


a purely political question; but its 
alternative rendering is economic. A 
democracy must tend to level out the 
increments of its members, none of 
whom can believe that any great 
difference between his own and his 
employer’s income is justified; and 
even in the ruling bureaucracy the 
same reducing tendency must be 
constantly at work. 

All kinds of other factors are at 
work with the same general ten- 
dency—above all the pressing need 
for money in a community ever more 
organised and with a heavy burden 
of defence, the temptation to take 
more than a proportionate share 
from those who have most must 
always be a strong one, if only on the 
score of expediency. All that is 
obvious and acknowledged. What is 
not at all so clearly recognised is the 
reinforcement given to expediency by 
the instinct of scepticism about other 
people’s money. Whoever would set 
about reform in this matter has to 
argue a theory of productivity—that 
general prosperity is fostered by the 
encouragement of the Leverhulmes 
and the Nuffields: and when his 
opponents are convinced, he has 
then to persuade them to allow men 
“richer” than they are to get richer 
still. The second hurdle is perhaps 
higher than the first. 

But the need for such persuasion is 
plain. Can enterprise be relied upon 
to continue enterprisingly when it is 
allowed only one-and-sixpence in 
each pound it earns at the margin? 
And on the other hand can our own 
individual mediocrity be induced to 
recognise greatness with great reward 
unjealously allowed? It is perhaps 
significant that trade unions are 
notoriously bad employers in the 
salaries paid to their officials: the 
fight for a higher standard of living 
does not include the union secretary 
until the standard of members has at 
least caught up with his. The dangers 
inherent in this egalitarian tendency 
are obvious enough not to need 
elaboration here. But our questions, 
and Professor Robbins’s, can be re- 
phrased: can a democracy survive its 
own instinct for suicide? May per- 
haps our income structure be not un- 
fairly taken as the index of probabil- 
ity? 
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Taxation 
Notes 


Terminal Losses 
The following illustration may clarify 
some aspects of the new relief. 
(Fractions of months are ignored to 
simplify the figures). 
Mlustration I. 

A company had the following results:— 
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Terminal Loss: = the actual loss of £2,500, namely: 
SS £ 
£ Used in calculating the 1955/56 
(a) In 1955/56 as above=Profit ; apportioned profit (the Scott 
£350 oe Nil Adamson rule) . Lee 
(6) Capital allowances 1955/56— Carried forward from 1954/55 t to 
all used in net assessment .. Nil 1955/56 (Section 342) oe 140 
Taken into computation of 
(c) Loss 1/7,55 to 5/4/55=2/12 x ‘ 
£2, 500 us 417 terminal loss ; 417 
Section 170 assessment 1954/55 £1.807 
£60—2/12ths 10 ’ 
(d) Capital allowances 1/2/55 to The annual charges are assumed to 
eye - - ote £170 = £28, be paid out wholly and exclusively 
eine Divhiond ce Doe 5S and 195/56 for the purposes of the trade. 
rofit ai . H i 
— ‘a Gane assesaments . Nil . a — for relief are set out in 
Loss(L) _thereout —— save BD. 
1951 P 620 200 £427 
1952 P 500 200 
1953 P 100 — 
1954 P 300 100 
1955 L 2,500 — 
4 Months to Jan. 
31, 1956 (Business 
sold) P 1,600 —_— 


The assessments were as in Table 
A below: 


It is to be noted that if the com- 
puted amount in (a) or (c) is a profit 
it is to be ignored, but that in cal- 
culating the profit or loss, accounts 
are split as shown. It must also be 
noted that the total amount for which 
loss relief is claimed does not exceed 


Table A. 
Capital Net Annual Section 170 
Assessment _—_ Allowances Asst. Charges Assessment 
(gross) 
£ £ £ £ £ 
1952/53 620 90 530 85 -- 
1953/54 500 80 420 80 — 
1954/55 100 170 Nil ot) 0 
1955/56— 
4 2,500+ 1,600— £350 210° 140 
Less Loss b/f 140 
Nil 
*£140 for 1955/56, £70 brought forward. 
Table B. (See column 3.) 
Profits for relief: 
Net Annual Available 
Asst. Dividend Charges for relief 
£ £ £ £ 
195.;53 .. 530 200 85 245 
1953/54 420 — 80 340 
1954/55 .. Nil 100 —¢* Nil 
*Charged under Section 170. 
Table C. (/lustration I, column 3.) 
Assessments: 
Capital Net Annual Available 
Allowances Asst. Charges for relief 
(all Section 
169) 
£ £ £ £ £ 
1952/53 3,500 500 2,950 450 2,500 
1953/54 1,600 620 980 400 580 
1954/55 1,700 570 1,130 350 780 
1955/56 Nil 840 — 150(S.170) — 


Relief given: 1953/54 on £340 
87 


—— 


£A27 


Had the loss exceeded £585, it 
seems that relief would have been 
given on £340 (1953/54) and £245 
(1952/53) without any restriction for 
the dividend in 1954/55. 


1952/53 


Illustration 11. 


The following are the relevant figures 
for an individual who died on September 


30, 1955: 
Profit (P) 
Year to or Loss (L) 
£ 
Dec. 31, 1951 P 3,500 
1952 P 1,600 
1953 P 1,700 
1954 . P 1,800 
Nine months to 7 30, 
1955 : L 3,000 
The assessments are given in 
Table C. 
Terminal Loss 
Loss 
£ 
(a) Loss 6/4/55 to 30/9/55: 6/9 x 
£3,000 “? ve .. 2,000 
Add S.170 loss 150 
(6) Capital Allowances —_ to 
30/9/55 , 
(c) Loss 1/10/54 to 5/4/55: 3/12. x 
£1,800—3/9 x £3,000 550 
(d) Capital Allowances 1/10/54 
to 5/4/55: All used oe — 
£3,540 


Relief: 1954/5 on £780 
1953/40on 580 
1952/3 on 2,180 


£3,540 
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Profits Tax—Exemption Limit 

An amendment to the Finance Bill 
put forward by the Opposition at the 
report stage sought to increase from 
£5,000 to £10,000 the limit for exemp- 
tion from profits tax. It was argued 
that small businesses had difficulty in 
obtaining finance from _ outside 
sources at this time of the “credit 
squeeze”’ and that profits tax impeded 
internal financing. The Government 
said that the cost of the amendment 
would be £1.25m. in a full year; the 
tax on undistributed profits had been 
left unchanged by the Chancellor 
because of the needs of small busin- 
esses and the necessity for “‘flexibility 
in our industrial structure.” The 
amendment was rejected. 


Double Taxation Agreement with 
Central Africa Federation 

A double taxation agreement between 
the United Kingdom and the Federa- 
tion of Rhodesia and Nyasaland has 
been signed. The agreement, which 
is to take effect from April 1, 1956, 
provides for the avoidance of double 


taxation on income and profits. It 
will supersede the existing agree- 
ments and arrangements with the con- 
stituent territories. In general, it is 
similar to the agreement that has been 
in force for some years between the 
United Kingdom and Southern 
Rhodesia (S.R. and O. 1946, No. 
1886). The approval of Parliament 
and of the Federal Assembly of the 
Federation is necessary before the 
agreement comes into force. 


Cruelty of the Revenue’s Delays 

At the Old Bailey last month the 
Inland Revenue were censured by the 
Lord Chief Justice for conduct 
“amounting to cruelty.” Walter 
Schick, who was being prosecuted 
with his former accountant, Hyman 
Jack Glenton, for conspiracy to de- 
fraud the Revenue of taxes and for 
delivering to the Inspector of Taxes 
accounts containing false statements, 
had made full admission in 1953. 
Lord Goddard said Schick had been 
left in suspense ever since the middle 
of 1953. The Revenue also knew 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.LITT. 


Income Tax 


Agency—Foreign company with English 
subsidiary—Manufacture of goods in 
England by subsidiary upon behalf of 
principal company and sale to foreign 
purchaser upon behalf of principal com- 
pany— Whether English subsidiary assess- 
able as agent of principal company— 
Income Tax Act, 1952, Section 369. 


Firestone Tyre and Rubber Co. Ltd. 
y. Lewellin (Ch. October 20, 1955, T.R. 
251) seems to mark a renewal of the old 
struggle between the Revenue and 


foreigners on whether the latter carry 
on business within the United Kingdom. 
In view of the extent to which foreign 
manufacturers, especially U.S.A. con- 
cerns, now have large industrial under- 


takings in this country, the amount of 
tax actually or potentially involved in 
this question must be very large indeed. 
The assessment before the Court was 
made upon the appellant company as 
agent of the Firestone Rubber Co. Inc. 
of Akron, Ohio, U.S.A., which is 
referred to in the judgment, and here, 
as “Akron.” The appellant company, 
similarly referred to as ““Brentford,”’ is 
an English company with headquarters 
at Brentford, which since 1928 has been 
manufacturing and selling Firestone 
tyres in this country and in respect of the 
profits of this trade has been assessed 
and paid tax in the ordinary way. It has, 
however, also sold its tyres on a large 
scale to continental purchasers and has 
received the purchase money, the tyres 


enough in 1953, he said, to prosecute 
the accountant. The explanation for 
the delay in bringing the case, given 
on behalf of the Inland Revenue, was 
that a full report had first to be con- 
sidered: this was not, commented the 
Lord Chief Justice, a good excuse. 
On account of the misery inflicted on 
the two men by the delay in prosecu- 
ting them, he did not commit them to 
prison for the offences, of which they 
were guilty, but fined Schick £5,000 
and Glenton £3,000, with imprison- 
ment as an alternative. The total of 
tax evaded was £29,537. 

The Financial Secretary to the 
Treasury said in reply to a question 
in the House of Commons that the 
Board of Inland Revenue, having re- 
viewed the whole history of the case 
in the light of the observations of the 
Lord Chief Justice, agreed that pro- 
ceedings could have been started 
earlier. There were, however, “special 
features arising out of the position of 
Schick’s accomplice and adviser” 
making it unusually hard to reach 
a decision to start proceedings. 


being sold at competitive prices. Never- 
theless, by reason of the arrangements 
between Akron, the principal, and 
Brentford, the subsidiary, on the con- 
tinental sales the latter has retained only 
the cost price plus 5 per cent. over-riding 
commission, the balance being regarded 
as belonging to Akron. There had been 
alternative assessments made. The first 
was on the footing that the whole of the 
profits on the continental business was 
assessable on Brentford as part of the 
profits of the business carried on by it. 
The second was made upon Brentford 
under Section 369 of the Income Tax 
Act, 1952, as agent for Akron in respect 
of a business carried on within this 
country. On appeal, the Special Com- 
missioners had rejected the first but al- 
lowed the second Revenue contention. 
The Revenue did not pursue the first 
assessment. On the case coming before 
Harman, J., he confirmed the Com- 
missioners’ decision. 

In agency cases, the details of trading 
methodare of crucial importance, the line 
between liability and non-liability being 
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Training for Management. 


%* FOR JUNIORS—Carefully graduated 


Post coupon, or write, to 


105 Regent House, 
6 Norfolk St., Strand, 
London, W.C.2 


45 years of Successful 
Educational Service 


Highly Successful Courses 


% FOR ARTICLED CLERKS—Sound, authoritative, complete Courses 


for the Institute, Society and Association Examinations. I POST THIS 
%* FOR AUDIT CLERKS—The famous “Safe Pass” 


%* FOR QUALIFIED MEN —I.C.W.A. Courses with concessions; and 


% FOR CAREERS IN INDUSTRY-—lIncomparable I.C.W.A. Courses. 


Courses 
Auditing and all Commercial subjects. Specialised Courses for the Prelims. 


THE SCHOOL OF ACCOUNTANCY 


105 Regent House, 1 
2 West Regent Street, |! 
Glasgow, C.2 


ga sae eee ee 


Courses for S.A.A. COU PON TODAY 


| Please send me a copy of your 
! Prospectus. I am interested in 
| the Examinations of the Institute/ 
Society/Association* 


in Book-keeping, 


*If you are interested in other 
| Examinations, or in non-examina- 


| tion tuition, please add details. 105 
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The Pounds, Shillings 
and SENSE of saving 


This large century old Building 
Society offers THE SMALL 
INVESTOR an opportunity to save 
small or large amounts (£1 to £5,000) 
with no risk of depreciation, vielding 
a safe yet increased rate of interest 
without income tax complications. 

Savizgs may be paid into anv of the 
Society's Branches or Ageicies or to 
any Branch of the National Provincial 
Bank Ltd. 

There are no stamp duties, commis- 
sions or incidental charges and savings 
can easily be withdrawn. 


Assets £25,000.000 Reserves £1,100,000 
Thee 1s no better Building Society 
NORTHAMPTON 


Town & Gounty BUILDING SOCIETY 


Established 1848 


NEW INCREASED 
INTEREST RATE 


an 


INCOME TAX PAID 
BY THE SOCIETY 
Equals nearly 54% i 
you pay Income Ta 
at full rate 


x= 


Head Office 
ABINGTON STREET, NORTHAMPTON. 
London Office: 

107 KINGSWAY, LONDON, 


Telephone 2136 (5 lines) 


W.C.2. Telephone CHAncery 8392/3/4 


THE COMPANIES GUIDE 
DIARY FOR 1956 


An Alphabetical Guide to 
Company Law and Practice 
incorporating an 
ANNUAL DIARY and REFERENCE BOOK 


This GuipE sets out the principal provisions of the 
Act in concise ALPHABETICAL order, with clear 
references to the relevant sections of the Act and the 
corresponding clauses of the previous enactments. 
The REFERENCE SECTION contains a wealth of useful 


information, including an extremely clear TABLE OF 
Ap VALOREM STAMP DUTIES. 


OO 
Price 10/- net (inc. P.T.) 
(By post 11/-) 


ee 


JORDAN & SONS, LIMITED 


Law Stationers and Company Registration Agents 


116 CHANCERY LANE, LONDON, W.C.2 
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Income Tax paid by the Society. 
Equivalent to £5.4.4 per cent wo 
investors subject to the standard rate 
of income tax. 


SAFETY-FIRST 
INVESTMENT 


* Income Tax Paid 


The interest rate of 3 per cent per annum on Share 
Accounts, income tax paid by the Society, represents a 
return on every £100 invested equivalent to £5.4.4 per 
cent to all investors subject to the standard rate of 
income tax. Ordinary Deposit Accounts earn 2} per cent 
per annum, income tax paid, which is equivalent to 
£4.6.11 per cent where the standard rate of income tax is 
paid. Amounts up to £5,000 are accepted by the Society. 


* Interest Half-Yearly 

Interest, which is paid half-yearly, commences from the 
day after the investment is received and continues to the 
date of withdrawal. Sums invested may be withdrawn 
at convenient notice. 


* Security of Capital 

Abbey National is one of the largest and oldest 
established building societies in the country, with over 
£200,000,000 total assets — a token of the confidence 
of more than 500,000 investors. 


Ask today for details at your nearest Abbey National office, or 
write to the address below for the Society’s Investment Bookiet. 


ABBEY NATIONAL 


BUILDING SOCIETY 


A national institution with total assets 
of over £200,000,000 


ABBBY HOUSE, BAKER ST., LONDON, N.W.1 Tel. WELbeck 


Branch and other offices throughout the United Kingdom : 
mee local telephone directory for address of nearest office 


Cvs-382 


Recently Published 


The 
Electronic 
()ilice 


R. H. WILLIAMS, A.LB. 


This easily understood introduction to the use of 
computers in the office is a complete work, and not 
a collection of individual papers. It contains eight 
full-page art illustrations with explanatory captions. 


The book, therefore, is not written by a scientist 
or mathematician, but by one who knows from first- 
hand experience, how personal human factors can 
change the most elaborate paper plans. And how 
much, even in this scientific age, everyday office work 
depends upon the use of expediency. 


PRICE 15/- NET 


Post free U.K. 15/4 
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a fine one. In the present case, two agree- 
ments were put in and were attached to 
the Commissioners’ case. The first was 
one between Akron and one of its con- 
tinental distributors whereby so far as 
Sweden was concerned the former agreed 
not to supply anyone else and the latter 
agreed not to distribute anybody else’s 
goods. The second agreement was 
between Akron and Brentford and 
recited that the parties were desirous of 
concluding an arrangement for fulfilling 
by the !atter of orders obtained in 
Europe and elsewhere by Akron. On 
this footing, Harman, J., said that 
Brentford would be fulfilling orders 
obtained by and belonging to Akron 
and, as he saw it, could do so only as 
Akron’s agent. This, however, was 
stated not to be exactly the course of 
business. Akron was said to have agree- 
ments with European distributors in 
various countries and to have supplied 
them with lists of manufacturers, inclu- 
ding Brentford, who would fulfil their 
orders. Akron, bevond this, did not nor- 
mally interfere. Brentford on receipt of 
such an order fulfilled if it could and if 
permitted to do so by the Board of 
Trade or the Tyre Control. The order 
was fulfilled in England by delivery on 
board ship at an English port or along- 
side the ship. The money was received 
by Brentford, which, after deducting 
cost and its 5 per cent., held the surplus 
to the use of Akron. It was argued for 
Brentford that the contract was made 
directly the Swedish distributor put in 
the post a letter ordering tyres from one 
of the manufacturers on the Akron list 
above mentioned, and that the contract 
was therefore made abroad. The judge 
said he agreed that a contract between 
the Swedish distributor and Akron was 
made when the letter was posted. He 
said, however, that was a contract under 
which Akron was not bound to deliver 
tyres but was bound to procure some- 
one else to do so. It was, he said, the 
kind of contract which warranted that 
A., B., or C. would deliver the goods. 
The contract for the sale and purchase 
of the goods themselves was not, in his 
view, made until the letter from Sweden 
reached Brentford and the latter either 
accepted it in writing or appropriated 
the goods in fulfilment of it. If that was 
the case, he held that the contract was 
one made in England and the trade was 
carried on in England. 

Upon the assumption that the above 
conclusion was wrong, Harman, J., 
said it was not impossible to suppose 
that the trade was one exercised in 
England because the fulfilling of the 
order, the delivery of the goods, and the 


payment for them were all done in 
Fngland and, on the authority of 
Smidth v. Greenwood (1920-2, 8 T.C. 
193: 1922, 1 A.C. 417) he said that those 
might be matters of equal importance to 
the question of the formation of the 
contract. Examining the matter further, 
assuming the business to be done in 
England, whose business was it? In his 
judgment, when Brentford agreed to 


fulfil the orders from Sweden it made a — 


contract as principal vis-a-vis the 
Swedish company but this did not pre- 
clude Brentford from being an agent as 
regards Akron. It seemed to him idle to 
say that though the sale was one by 
Brentford of its own tyres that was not a 
sale which vis-a-vis Akron could be said 
to have been done as the latter’s agent. 
It was, he said, performing Akron’s 
obligations to the Swedish company— 
Akron performing its obligations 
through its agent, Brentford. He held 
that the case was one to be looked at on 
its facts. The Special Commissioners 
had found as a fact that there was such 
an agency, and all he had to do was to 
see whether there was evidence to justify 
that finding. In his opinion, there was 
ample evidence and, going further, he 
did not see how they could have found 
otherwise. 

As the result of a long series of cases, 
many relating to foreign winegrowers, 
of which the most important is Grainger 
& Son v. Gough (House of Lords, A.C. 
325; 3 T.C. 462), it has been established 
that to attract liability the non-resident 
foreigner must be trading within and not 
merely with this country and that the 
most important factor in the case of the 
sale of goods is the place where the con- 
tracts of sale are made. In the words of 
Cave, L.C., in Maclaine v. Eccott (1926, 
A.C. 424; 10 T.C. 481): 

I think it must now be taken as established 

that in the case of a merchant's business, 

the primary object of which is to sell 
goods at a profit, the trade is (speaking 
generally) exercised or carried on. . . at 
the place where the contracts are made. 


In Smidth v. Greenwood, the case referred 
to by Harman, J., as the basis of his 
alternate finding, Atkin, L.J., as he then 
was, said: 


There are indications in the case cited and 
other cases that it is sufficient to consider 
only where it is that the sale contracts 
are made which result in a profit. It is 
obviously a very important element in the 
enquiry, and, if it is the only element, the 
assessments are clearly bad. The contracts 
in this case were made abroad. But I am 
not prepared to hold that this test is 
decisive. I can imagine cases where the 
contract of re-sale is made abroad and 
yet the manufacture of the goods, some 
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negotiation of the terms, and complete 
execution of the contract take place here 
under such circumstances that the trade 
was in truth exercised here. 


There were two points in the Smidth case 
and the above passage referred to the 
first. In the House of Lords, the judg- 
ment of Lord Sterndale, M.R., upon the 
first point, was specifically approved in 
its entirety but no mention at all was 
made in the House of the judgment of 
Atkin, L.J.; and it is, therefore apparent- 
ly incorrect to say that his dictum was 
approved by their lordships (vide Simon 
2nd Edition, Vol. II, footnote to page 
64). Still, the circumstances of the present 
case would seem to be such that they 
would come within the reservations of 
Atkin, L.J., and be an exception in- 
dicated as possible by Lord Cave in 
Maclaine v. Eccott in the passage quoted 
above. 


Income Tax 


Tenant for life under will—Settled Land 
Act, 1925—Expenditure by tenant for 
life on improvements authorised to be 
charged to capital—Reimbursement by 
trustees—Income tax relief claim by 
tenant for life—Whether accountable to 
trustees for amount repaid—Settled Land 
Act, 1925, Part IV, Section 107, Third 
Schedule—Income Tax Act, 1952, Sec- 
tions 101, 314—Finance Act, 1954, 
Section 16 (5)—Trustee Act, 1925, 
Section 107 (1). 


In re Pelly’s Will Trusts (1955, 3 
W.L.R. 696) brought to an end an 
anomaly which has existed since the 
Income Tax Act, 1945, Section 33, now 
represented by Section 314 of the Income 
Tax Act, 1952. An additional small 
anomaly of the same nature became 
possible under sub-Section (5) of Section 
16 of the Finance Act, 1954. These pro- 
visions all relate to capital expenditure 
upon agricultural land and buildings in 
respect of which a tenant for life would 
be entitled to claim vis-a-vis the trustees 
of the will or settlement that it was 
chargeable to capital and not income 
but, nevertheless, would be able to 
claim income tax relief. By Section 107 
(1) of the Settled Land Act, 1925, a tenant 
for life is to be deemed “‘to be in the 
position and to have the duties and 
liabilities of a trustee” for all parties in- 
terested in the trust. A trustee must not 
make a profit qua trustee out of his trust 
and this rule is most strictly enforced. 
The decision in the present case is the 
subject of a Professional Note in this 
issue (page 3). 
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Sur-tax 


Dissolution of marriage—Alimony pay- 
able under decree of foreign Court— 
Husband resident in United Kingdom— 
Whether annual amount of alimony de- 
ductible in computing husband’s income 
for sur-tax—Income Tax Act, 1918, 
Section 27, Schedule V, No. XVII, 
General Rules 19, 21—Finance Act, 1927, 
Sections 38, 39 (3). 


Bingham vy. C.I.R. (Ch. October 14, 
1955, T.R. 239) arose out of the dissolu- 
tion in 1929 of the marriage of two 
persons, both at the time of the divorce 
resident and domiciled in the Nether- 
lands. By the order of the Amsterdam 
Court the husband, the appellant, was 
ordered to pay his wife alimony at the 
rate of about £4,000 a year. In 1934, he 
came to England and became resident 
here and subject to British income tax 
law. His wife remained resident outside 
the United Kingdom. In 1940 the 
appellant went to the United States, and 
he had since been resident there. Whilst 
here, he had paid the alimony out of 
profits or gains subject to United King- 
dom tax. The issue in the case was 
whether in computing the appellant’s 
1937-38 income for sur-tax purposes he 
was entitle to deduct the £4,000 odd 
alimony paid to his non-resident former 
wife. The Special Commissioners had 
decided in favour of the Revenue. Their 
reasons were not stated in the judgment 
but Harman, J., said they were “not 
altogether intelligible’’ to him, and they 
had been abandoned by the Crown. 

At the commencement of his judg- 
ment the judge said: 

It is certainly true that his total income 

has been diminished by that sum, and it 

would seem, therefore, just that he should 
be able to deduct from his income that 
which is in truth the reduction of it. But 
it is said that, owing to the unusual cir- 
cumstances here, and the state of the 
income tax law, that justice will not be 
done to him. That is the point which I 
have to consider. 
As the result of his consideration was 
the upholding of the Crown’s conten- 
tions, it necessarily followed that in his 
opinion the decision which he was 
obliged to make was unjust; and this 
unequivocal declaration by a judge of 
his calibre and experience is not a matter 
to be lightly regarded. The issue in the 
case arose out of the “taxation at the 
source”’ principle as embodied in the 
well-known Rules 19 and 21 of the 
General Rules, Income Tax Act, 1918 
(now Sections 169 and 170 of the Income 
Tax Act, 1952), whereby in the case of 
annual payments out of income brought 
into charge to tax the payer is given the 


right to deduct tax and in other cases of 
annual payments a duty to deduct is 
imposed upon him. The deduction so 
authorised does not extend to that part 
of the income tax known as sur-tax. 
Another relevant enactment is con- 
tained in the Fifth Schedule to the 1918 
Act, No. XVII, which is headed “‘Declar- 
ations and Statements of Total Income.” 
This is a very old part of the law and is 
to be found in substantially the same 
form in the Income Tax Act of 1806. By 
paragraph 2, declaration has to be made 
of the annual amounts received by the 
“claimant” from “rents, interest, an- 
nuities, or other annual payments” in 
respect of which he was “‘liable to allow 
the tax”: but, curiously, in paragraph 3 
which relates to “interest, annuities or 
other annual payments to be made out 
of the property or profits or gains as- 
sessed on the claimant” no mention is 
made of any right to deduct tax. Apart 
from other statutory provisions and 
judicial interpretations of them, it would 
seem that all such payments would be 
deductible in computing the total in- 
comes of individuals irrespective of 
whether they were “income” of the 
recipient. The issue was raised in Earl 
Howe v. C.1.R. ( [1918-19] 7 T.C. 289; 
[1919] 2 K.B. 336). The appellant claimed 
to deduct for super-tax annual pre- 
miums payable under covenant in 
respect of policies of assurance on his 
own life mortgaged to the assurance 
company, but it was held by the Court 
of Appeal that he could not do so. The 
clearest exposition of one aspect of the 
legal position would seem to be found 
in the judgment of Greene, M.R., in Re 
Hanbury (1939, 20 A.T.C. 332). 


There are two classes of annual pay- 
ments which fall to be considered for 
income tax purposes. There is, first of all, 
that class of annual payment which the 
Acts regard and treat as being pure in- 
come profits of the recipient undiminished 
by any deduction. Payments of interest, 
payments of annuities, to take the 
ordinary simple case, are payments which 
are regarded as part of the income of the 
recipient, and the payer is entitled in es- 
timating his total income to treat those 
payments as payments which go out of his 
income altogether. . . . In the other class 
there stand a number of payments, none 
the less annual, the very quality and nature 
of which make it impossible to treat them 
as part of the pure profits income of the 
recipient, the proper way . . . being to 
treat them as an element to be taken into 
account in discovering what the profits of 
the recipient are. 


He then went on to express his appre- 
ciation of a well-known passage in the 
judgment of Scrutton, L.J., in the Howe 
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case. Unfortunately, the judgments in 
the Howe case went unnecessarily 
further than laying down the principle 
clarified in Re Hanbury and, as Harman, 
J., observed in the present case: 
the expressions which the Court used 
seem to go further than the case required. 


In Rossdale v. Fryer (1922, 2 K.B. 303), 
Scrutton, L.J., confirmed his view in the 
Howe case and declared: 
If the sum from which you are deducting 
is properly taxable as part of the profits 
of the recipient you can deduct; if it is 
not so taxable, you cannot deduct, but 
the amount must be treated as final. 


On the facts of the present case 
counsel’s argument for the appellant was 
that by virtue of its nature the £4,000 
should be deductible for sur-tax, even 
though by the accident of the payee’s 
residence abroad deduction of income 
tax was impossible. If she were to come 
to reside here and become taxable as 
a resident, the £4,000 per annum would, 
he said, be deductible, a reductio ad 
absurdum. Still, by Section 39 (3) of the 
Finance Act, 1927, the right to deduct 
annual payments in computing the 
payer’s income for super-tax was made 
contingent on their being deductible in 
computing his total income and, in view 
of this enactment, Harman, J., held that 
he had no option in the matter. The 
present legal position might be de- 
fensible if the old principle now resur- 
rected in the profits tax, whereby no 
account is taken of the means of the 
individual, had not long since been 
abandoned as regards ordinary income 
tax by means of reliefs in favour of the 
subjective test of taxable capacity. 
Whilst the tax at the standard rate is 
still, in form, placed upon income in- 
stead of pon persons in respect of 
income, the sur-tax has from its incep- 
tion been a personal tax upon individuals 
and, although the possibilities of evasion 
have to be reckoned with, the position as 
revealed in the present case and in 
Keiner v. Keiner (1952, 31 A.T.C. 87: 
34 T.C. 346) is not only unjust but illog- 
ical. A simple remedy would seem to be 
to give paragraph 3 of No. XVII of the 
Fifth Schedule—referred to above— 
its literal meaning but to restrict its 
application to payments which are 
‘“‘pure profit income” of the recipients. 


Profits Tax 


Deduction in computing income tax 
liability—Splitting of chargeable account- 
ing period—Whether profits tax paid in 
respect of first part of split period deduct- 
ible in computing income tax liability— 
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Finance Act, 1937, Sections 19, 20, 25— 
Profits Tax Act, 1949, Section 1 (5)— 
Income Tax Act, 1952, Sections 130, 141, 
155—Finance Act, 1952, Section 33. 


Joshua Hoyle & Sons Ltd. v. Hawkins 
(Ch. October 18, 1955, T.R. 247) in- 
volved a point upon which, although the 
Special Commissioners had decided in 
favour of the Revenue, Harman, J., 
went so far as to describe the latter’s 
contentions as “ludicrous.”’ The appel- 
lant company had made up its accounts 
to September 30 in each year, with the 
result that apart from special circum- 
stances irrelevant to the issue its profits 
for the year to September 30, 1951, 
would be the basis of the 1952/53 income 
tax assessment and those for the year to 
September 30, 1952, would be the basis 
for the following income tax year. By 
Section 141 (1) of the Income Tax Act, 
1952, 

The amount of the profits tax payable 

in respect of the profits arising from a 
trade or business in any chargeable ac- 
counting period shall be allowed to be 
deducted in computing the profits or 
gains arising from that trade or business 
in that period. 


Apart from special provisions, each of 
the company’s trading years was a 
chargeable accounting period. By Sec- 
tion 33 (1) of the Finance Act, 1952, the 
profits tax payable for any chargeable 
accounting period ending after the end 
of the year 1951 was not to be allowed 
as deduction for income tax purposes for 
the year 1951/52 or any subsequent 
year, whilst, by Section 33 (3), where the 
accounting period, i.e. the accounts year, 
fell partly before and partly after the end 
of the year 1951, the two parts were to 
be regarded as separate chargeable ac- 
counting periods for the purposes of the 
profits tax. The obvious meaning of this 
was, as the judge said, that the company 
would have to pay at the old rate down 
to the end of 1951 and at the new rate 
thereafter; and this is what the company 
did. 

The Crown’s contention, based on the 
words of Section 141 (1) italicised above, 
was that in respect of the period to 
December 31, 1951, deduction of the 
profits tax paid could be made in com- 
puting income tax liability for 1951/52 
only if the books of the company had 
been made up for an exactly corres- 
ponding period, which, the judge said, 
meant that 

in any year in which the chargeable ac- 

counting period is split, as in 1949 or in 

1951/52, the right to deduct for either part 

of the split period is only available if your 

accounts happen also to be split and made 
up for the same period. 


The result was, he said, that for the com- 
pany’s accounts year ending September 
30, 1952, the chargeable accounting 
period was split by virtue of Section 33 
of the Finance Act, 1952, into two, 
namely, October | to December 31, 
1951, and January 1, 1952, to September 
30, 1952, and profits tax was paid at the 
old rate upon the former and at the new 
rate upon the latter, the company’s 
claim being to deduct the former in 
arriving at its income tax liability based 
on the year to September 30, 1952. The 
Crown’s contention was that the profits 
of the company had not been computed 
for the period October to December, 
1951, and therefore, the deduction could 
not be made. The Special Commissioners 
had apparently unwillingly come to the 
conclusion that the wording of Section 
141 gave them no option but to agree 
with this contention; but Harman, J., 
said that the question was whether he 
was driven by the language of the 
Section 
to a conclusion so unjust and so incon- 
sistent with the intention implicit in the 
Finance Act, 1952, that the right to deduct 
shall continue till the end of the calendar 
year 1951. 


Dealing with the argument that the 
language of Section 141 was not capable 
of any other meaning and that he must 
follow it although convinced that that 
meaning failed to effect the intention of 
the legislature, he said he did not think 
he was so constrained. 
The statute is to be construed just as any 
other instrument and, in accordance with 
the rule propounded once and for all in 
Grey v. Pearson (1857, 6 H.L. Cas. 61), 
the strictness of interpretation may be 
tempered to give effect to the intention, 
where the Court of construction is 
satisfied as to what the intention was. 


Looking at the Section once more in the 
light of that authority, he reversed the 
Commissioners’ decision, holding that 
the right to the deduction did not 
depend upon separate computation. 
The opinion may be hazarded that this 
result was not only right in equity but 
was in accordance with the intentions of 
those who drafted Section 141. At the 
same time, where the Revenue adopts 
such a legalistic attitude as in the present 
case there is usually some reason 
irrelevant to the legal issue which cannot 
be revealed, and it may be that it was so 
here. As regards Grey v. Pearson, if the 
interested reader will turn to Harrison's 
Index to Tax Cases and read what he 
finds there under “Construction” he 
may possibly wonder whether the 
decision is not another illustration of the 
bad legal effects of “hard cases.” 


Tax Cases— 
Advance Notes 
By H. MAJOR ALLEN 


CHANCERY Division (Harman, J.) 
Kirke v. Good. October 26, 1955. 


Facts.—The appellant was the owner 
of a patent granted in 1932, the life of 
which was later extended to 1954. He 
sold his rights for the last two years of 
the currency of the patent for a lump 
sum. On appeal against an assessment 
raised upon him under Section 318, 
Income Tax Act, 1952, he contended that 
the application of the Section (which had 
its origin in the Income Tax Act of 1945) 
would be a derogation from the terms 
of the grant of the patent, and that, in 
the absence of clear words in the Act 
having a retrospective effect, it should 
be so construed as to apply only to 
patent rights coming into existence after 
“the appointed day.” 


Decision.—Held, that the assessment 
was rightly made and that the appeal 
failed. 


Anglo-French Exploration Co. Ltd. rv. 
Clayson. November 23, 1955. 


Facts.—The appellant was a mining 
finance company, which also carried on 
the business of rendering services as 
secretary or registrar to a number of 
companies. In conjunction with a third 
party with which it was on friendly terms, 
it held a majority of the shares in another 
company, for which it acted as secretary 
under an agreement which was capable 
of determination at six months’ notice. 
Another concern acquired the shares of 
the latter company for cash as part of a 
bargain by which, inter alia, the 
appellant company was paid £20,000 by 
way of compensation for the loss of its 
appointment as secretary. The appellant 
company contended that no part of the 
£20,000 was to be regarded as a trading 
receipt. 


Decision.—Held, that since the pay- 
ment in question was a sum which the 
appellant company was able to extract 
from the purchasers of the shares by 
reason of its holding of those shares it 
was a sum earned in the course of the 
company’s trade of dealing in shares and 
accordingly a trading receipt. 
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The Month in the City 


Recovery in Industrials 

The features of recent weeks in the stock 
markets have been a slowing down of 
the decline in fixed interest stocks— 
already very moderate—and the emer- 
gence of a real rise in industrial equities. 
At the same time the weakness in gold 
mining shares was accentuated and 
there was some improvement in some 
other commodity shares. As was to be 
expected from the better showing under 
the E.P.U., our gold loss in November 
was considerably less than that of 
October, and it looks as though the 
December showing, before making pro- 
vision for the service of dollar credits, 
may be a small credit. This is excellent 
so far as it goes but it is not enough, 
while it may prove to be a mere flash in 
the pan. As has been suggested here, 
some company reports referring to 
periods ended some months ago have 
appeared making a very good showing 
and some higher dividends have been 
paid. This was to be expected and should 
in no way influence estimates of the 
earnings of the companies, at present or 
in 1956/57. There is, however, still 
plenty of money about in certain 
quarters, and the effect was to push up 
industrial equities to the highest level 
since late August of this year. This im- 
provement, and the virtual stability of 
the Funds, have occurred in face of a 
number of placings and issues of stock 
of trustee status. It seems now to be 
generally assumed that no further rise in 
Bank Rate is to be expected, at least 
until the New Year, but it is difficult to 
say how much the rise in equities owes 
to expectation of renewed inflation, 
which is only too probable in view of the 
increases in wage rates which are 
granted week by week. 


Municipal Finance 

As was expected, the main step recently 
taken by the Chancellor which is really 
bearing fruit is the withdrawal of 
automatic credit from the Public Works 
Loan Board for local authorities. Since 
any money raised by normal means 
carries with it a corresponding reduction 
in the amount which has to be raised by 
the Treasury, there will be no surprise 
that while there is little change in the 
Funds, rates for local authority borrow- 
ing have risen to 5, to 52 per cent. 
The rise in rates applies to mortgages 


and to stock issued through the market. 
The first of the latter, an offer by the 
City of Glasgow of £5 million 4} per 
cent. stock 1966-68 at 984, met with a 
poor response, 87 per cent. being left 
with the underwriters. The stock prompt- 
ly went to a discount and stayed well 
below par. A week later Liverpool came 
forward with an offer of £4 million 
4} per cent. stock 1970-74 at 97. This 
offer was felt to be better, but there was 
considerable surprise when the loan 
was oversubscribed. It appears that some 
of the underwriters were persuaded to 
apply for the stock and in a couple of 
days it had established a modest pre- 
mium. If this can be held, there is a good 
chance that the next borrowers in the 
queue will get their money on a basis not 
much worse than 54 per cent. after all 
costs including stamp duty. So much 
for the moment. It remains to be seen 
whether funds will be forthcoming for 
all the requirements likely to be ad- 
vanced, and also whether it will not 
prove necessary to raise Bank Rate 
further. Meanwhile, the course of 
markets is reflected in the following 
changes in the indices compiled by the 
Financial Times, between November 21 
and December 16. Government securi- 
ties down from 90.82 to 90.43; fixed 
interest from 100.34 to 99.56; industrial 
Ordinary up from 190.8 to 197.1. The 
index for the older gold mines has been 
discontinued but there is a fall of around 
54 per cent. 


Consett Re-Sale 

Apart from a number of other small 
issues and placings, the month has been 
marked by further sales by the Jron and 
Steel Holding and Realisation Agency, of 
which one is a re-sale to the public. 
The other consists of the re-sale to 
Guest, Keen and Nettlefolds of both the 
Brymbo Steel Works and John Lysaght’s 
on terms which will call for a very sub- 
stantial sum to finance further expan- 
sion. The re-sale to the public of Consett 
Iron Company includes the offer of 10 
million ordinary shares of £1 each at 
25s. 6d. The Agency retain £4 million of 
5 per cent. redeemable debenture stock 
which it will sell later. The Agency’s 
investment in the company was some 
£14,133,000, of which rather under half 
was in the form of loans. It has received 
back £600,000 in cash and the gross pro- 
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ceeds of the sale of the equity will be 
£12,750,000, while it has still to realise 
the debentures. It seems to have done 
well. The Board of the company expect 
to pay 74 per cent. on the Ordinary on 
the basis of profits for the year to date. 
This gives a yield of about 5.9 per cent. 
on the issue price, which is higher than 
was obtainable on any other steel share 
at the time the issue was first announced. 
The company had some teething 
troubles but now seems to have over- 
come them and is extensively re- 
equipped since its vesting. 


Union-Castle 

A number of circulars issued either by 
the Stockholders’ Committee of Union- 
Castle or by a group of shareholders as 
individuals do not seem to have made 
the position and the prospects for the 
company any clearer. The Court has 
refused an injunction to restrain the 
company from proceeding with the 
scheme, but there may be an appeal, and 
anyway further iegal action may be con- 
templated. Meanwhile, a requisitioned 
meeting has been called for a date early 
in the New Year and at that meeting 
proposals for the retirement of the bulk 
of the present Board of Union-Castle 
and their replacement by the stock- 
holders who are leading the revolt, with 
other nominees of theirs, will be ad- 
vanced. It remains uncertain whether 
the time during which the offer of the 
new merger company can be accepted 
will be extended beyond the date of this 
requisitioned meeting or not. No end to 
the dispute is in sight and it is by no 
means clear that a mere change in the 
management of Union-Castle—even if it 
could be accpeted that this would be for 
the better—is capable of dealing with the 
position as effectively as a fusion of 
interests. The issue was greatly over- 
subscribed. 


Reporting Techniques for Cost Account- 
ants is the subject of a special evening course 
of six lectures to be given by Mr. R. 
Warwick Dobson, C.A., F.C.W.A., at the 
Polytechnic, 309 Regent Street, London, 
W.1, on Thursdays, February 9 to March 
15, from 7 to 8.30 p.m. Each lecture will be 
followed by discussion. 

The lectures will be of an advanced 
practical nature, being intended for pro- 
fessional accountants, cost accountants, and 
students preparing for their Final examina- 
tions. The fee for the course is £1. Enrol- 
ment forms and a detailed syllabus are 
obtainable from the Head of the Depart- 
ment of Commerce, The Polytechnic Ex- 
tension, Little Titchfield Street, London, 
W.1. 


eae ‘) 4 i fon BLE 2 slat aig + aS aa aa SI P q a P Sead 
: ad Sal ee ee re cS ae mee a oe — ee an ay: Se is an a 4 yo 8 5 3 ay 7 4 om 
Rice a ee oe Be). oR eS : ee a “Se ee ie , fe 
> ae: en Re oo mer vt <7) eet ' Se - . F 2 es 
a ; Eig a maa fo. + ee nap 4 si vig ae e3 aN rie en abe ali 7 B a ee 4 es Yagi ae a ie a 
: a P Cees fon, Saree << ee eR eros aug ta 8 sare b ee CC, Be. ee she i ae 
——- . 2a pie eer UN PaN  es oS fai Sa, | nn t 5 . .. a ce  . .  e mee. c a 
“ , y es? . -_ P 9 i : ; q i 
) 
4 
—_ 
ta 7 
f - 
" 
< | 
. | 
Xx 
a. 5 . aa . 7) Pa —— a 


# 
: 


xiii 


DIVIDEND ON SHARES 


for the year 4955/56 is ; 


-_ = “NX 
-_ This is a really attractive investment 
_— _ with a substantial medium-sized Society with i 
—_ a long history over nearly 100 years in Th 
a” the City of London. ~~ 


_ 
_ 
We have paid 22% net on 


Shares since Uctoder, 1952 


G ITY Assets exceed £6,250,000 . ‘Phone or write for details 


BUILDING SOCIETY 34 LONDON WALL - LONDON ~- E.C.2 
Telephene: MONARCH 


R. E. Megarry 
MISCELLANY -AT-LAW 


A Diversion for Lawyers and Others 
A superb anthology of judicial wit. Over the years, many of the most famous lawyers 
have suggested that such a book should be written, but none has appeared. 


A collection of many of the curiosities of the law and lawyers that does not become am 


indifferent assortment of anecdotes. 
. 2 oe 


A book on the lighter side of the law written with the happy touch that the author has 


managed to infuse into even such subjects as town planning and the Rent Acts. 


A collection of extracts from judgments and other matters that has been skilfully wovem 


into a connected text. 


The book may be read as a whole, dipped into, or—with the aid of the ample index—used as a dictionary of quotations. 
26s. post paid. 


STEVENS & SONS : 2 and 3 CHANCERY LANE ° LONDON, W.C.2 
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Two important new editions by H. A. R. J. WILSON, F.C.A., F.S.A.A. 


The Principles of 


Executorship Accounts 


A reliable guide to the law of wills, intestacy, estate duty and the administration of estates of 
deceased persons. Price 15s, Post Free 16s 4d 


Income Tax Principles 


‘Refined, refreshing and readable.’ Accountancy. 

‘It can be recommended equally as a manual for students and a work of reference for accoun- 

tants in practice.’ The Accountant. Price 12s 6d, Post Free U.K. 13s 6d 
To be published 31st January 


H.F.L. (PUBLISHERS) LTD., 66 CHANDOS PLACE, WC2 


An Invitation 
If you have not seen this versatile machine 
in action as yet, please write for a free 


trial and judge its competitive values at 

your convenience. There is no need to a A L| i. A X 
wait until you are ready to buy. 

& BUILDING 
Shubert SOCIETY 


CALCULATING 


SAVING - INVESTING 
HOME - BUYING 


ASSETS £252,000,000 
LIQUID FUNDS £40,000,000 
RESERVES £12,000,000 


HEAD OFFICE * HALIFAX Yorks. 


Obtainable in 5 models: ‘DRV’ £66, ‘DV’ £61, LONDON 51/55 STRAND WC2 


‘DW’ £56, ‘CRV’ £51 5s, and ‘CW’ £45. 
Branches and Agencies throughout the United Kingdom 


E. G. SOLOMON 
Parksworth House, 30 City Road, London, E.C.1 
Phone: MONarch 4881-5 
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ACCOUNTANCY JANUARY 


Points From 
Published Accounts 


What is Profit? 

THE WRITER’S CONSISTENT preference for 
showing the trading profit before taking 
into account the items that have to be 
specifically disclosed under the pro- 
visions of the Companies Act, instead of 
after taking those items into account, 
has come in for some criticism. One 
reader asks for the reasoning which 
underlies the preference. His view is that 
“net trading profit” is a meaningless 
figure, in a sense even a misleading one, 
and that most of the statutory dis- 
closures were introduced because of 
their own intrinsic interest, not in order 
to get back to a really significant profit 
figure. “‘Again,”’ he says, “‘in many cases 
depreciation is more appropriately 
treated as a direct expense of produc- 
tion, and not as a standing overhead 
expense.”’ Should it not in such circum- 
stances be charged before arriving at 
the gross profit? 

In the reply to our correspondent, the 
point was made that short of publishing 
a trading account the next best thing for 
shareholders was to start with the 
balance from trading account. Share- 
holders are keen readers of the financial 
press and it seems proper, therefore, to 
consider what financial journalists need¢ 
for interpreting published accounts to 
the lay public. Rightly or wrongly, 
financial journalists are concerned to 
find out what is the “trading profit.” 
Certainly, the trading profit is no con- 
clusive guide on how an undertaking is 
faring—but neither is the “net profit.” 
We may be forced to the rather negative 
conclusion that the only firm deduction 
of value to the majority of shareholders 
to be drawn from a profit and loss 
account, is that after meeting the cost of 
the dividends, £x, there is a balance of 
profit, £y. (If turnover figures were re- 
vealed, financial commentators would 
reach for their slide rules with delight— 
and if trading accounts were published 
their comments would demand double 
their present space. But, alas! they 
rarely have either trading accounts or 
turnover figures.) 

Our reader retorted that his concern 
was with the problem of how to present 
the minimum legal information so as to 
produce the least misleading effect in 
the lay shareholders’ mind. This prob- 


lem is also before the Society of Invest- 
ment Analysts, and conceivably it will 
appoint a committee to investigate the 
whole subject. 

Many members of that Society have 
the job of advising the lay investor and, 
in company with the several statistical 
services that they use, they do in fact 
take the trading profit as a yardstick, 
even if a not entirely perfect one, of the 
progress or lack of it in the affairs of 
companies. 

Regular readers will know that the 
writer of this feature is strongly in 
favour of the “‘old-fashioned”’ method of 
presentation of the profits statement, 
and would like to be able to see at a 
glance: (a) net profit after tax and 
deduction of minority interests, (4) net 
dividends and (c) the balance of net 
profit of the year (excluding debits and 
credits that are an accident in time) re- 
maining to be added to reserves and 
carry-forward. 

Increasingly, published accounts come 
into the hands of “investment experts,” 
whose job it is a part of to make all 
kinds of calculations from them. On the 
other hand, it is probably no exaggera- 
tion to say that 75 per cent. of the lay 
recipients of published accounts do not 
understand them and consign them to 
the wastepaper basket. But both the 
expert and the lay recipient have the 
common desire to know the cover for 
dividends. If you asked them, they would 
surely say that they wanted to know the 
“normal cover.” ““Normal cover” must 
mean the cover leaving out of account 
“abnormal” items. Some debits and 
credits will be generally recognised as 
abnormal, but the writer would go 
further than many. accountants, it is 
suspected, in ascribing the adjective to 
other items. He would argue that a 
business year is seldom “normal,” and 
would ask that the shareholders should 
always be told the amount of such items 
as exceptionally heavy advertising ex- 
penditure, profits or losses on stocks, 
and settlements of large contracts 
carried out in prior years. 

Our correspondent seems to write 
against this view, in declaring that a 
growing body of opinion in the account- 
ing profession considers that the lay 
shareholder is presented with too large 
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a number of figures, all of which bear 
the label “profit.”” He would restrict the 
number of such profit figures to two, the 
profit before and after tax. These two 
figures enable the shareholder to cal- 
culate the earnings yield, the dividend 
yield and the dividend cover. He goes 
on: “I do not for one moment dispute 
that investment income and deprecia- 
tion can be of vital importance to the 
earnings, but any adjustment to the earn- 
ings yield can be made by means of the 
separate disclosure of the figures, and in 
my view requires more expertise than 
my lay shareholder can muster . . . The 
lay shareholder, however, may be 
seriously misled by a prominent figure 
the limited significance of which he can 
scarcely be expected to appreciate. That, 
I think, is the real difference of opinion 
between us: your contributor apparently 
thinks that the lay shareholder can 
appreciate that limited significance, and 
I do not.” Yet, as has already been said, 
the present contributor has no inflated 
ideas of the accounts-reading ability of 
the average shareholder himself, but 
there are others, more expert, whose 
vocation it is to read the accounts for 
him. 


Attractive Building Society Accounts 
The accounts of Fourth City Building 
Society are a first-rate example of how to 
enhance relations with depositors and 
shareholders. The directors’ report is 
clearly laid out. Management expenses 
are expressed as a percentage of share 
and deposit capital. Colour is used 
attractively and to very good effect. 
Included in the report is the state- 
ment that “‘the liquidity ratio calculated 
in accordance with the Building Societies 
Association formula is 16.2 per cent.— 
more than double the minimum require- 
ments for membership of the Associa- 
tion.” In reviewing the accounts recently 
the Stock Exchange Gazette said that 
shareholders could “usually guarantee 
to find something of particular interest 
in the accounts each year. This time it is 
a chart from a building society surveyor 
which sets our very clearly just what such 
a surveyor does and why it is no safe- 
guard to an intending purchaser to rely 
on his inspection of a house alone. Even 
more important are some helpful hints 
on the inspection of a property before 
purchase.” The Fourth City Building 
Society has set an example here which 
could be usefully adopted by industrial 
companies, which, if they give illustra- 
tions at all, mostly content themselves 
with reproductions of the factories and 
workers. 
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Letters to the Editor 


The Accountant in Literature 


Sir.—May I add, to the accountant 
characters in literature in the collection 
by Mr. R. Robert in your November 
issue, a literary reference to the account- 
ant? It occurs in Christopher Fry’s 
delightful play A Phoenix Too Fre- 
quent, in which the widow Dynamene, 
seeking death so that she can be re- 
united with her husband, asks about 
him: 

** |... Where is the punctual eye 

And where is the cautious voice which 

made 

Balance-sheets sound like Homer and 

Homer sound 

Like balance-sheets?” 

The husband, Virilius, was undoubt- 
edly what we should call a “worthy” 
man—dependable and honest, but rather 
dull. His death typified his life, for: 

“ ... all is gone 

In one Virilius, wearing his office tunic, 

Checking the pence column as he 

went.” 

I have received instructions always to 
keep to the pounds column! 

Yours faithfully, 
M. BEASLEY. 
Nottingham, 
December 2, 1955. 


Estate Duty when a Remainderman Dies 


Sir,—In the article entitled Estate Duty 
when a Remainderman Dies by Mr. 
George C. Mason, which appeared in 
the issue of ACCOUNTANCY for Novem- 
ber, 1955, reference is made to the 
valuation of reversions for estate duty 
purposes. We are writing to you be- 
cause this reference may well give a 
false impression to readers. 

We would first point out that the 
usual “market value” principle applies 
to reversions in the same way as to other 
dutiable assets. The article in question 
does not make this fact clear. 

Further, we are sorry to see that in 
Mr. Mason’s article he gives tacit ap- 
proval to the method of deducting the 
value of an annuity (calculated by the 
use of the tables in the Succession Duty 
Act) from the value in possession of the 
trust fund. The proper course is to dis- 
count the value placed upon the fund, 
after allowing for estate duties, by a 
factor involving interest and present day 
mortality and then to make allowance 
for expenses. When the value of the 
reversion is found by deducting from the 


fund the value of the annuity based on 
the obsolete tables appended to the 
Succession Duty Act, 1853, it is almost 
bound to follow that the value placed 
upon the reversion will be in excess, 
perhaps substantially, of its market 
value. 

In conclusion, we suggest that it is 
usually desirable to obtain a valuation 
from an actuary. The Honorary Sec- 
retaries of the Institute of Actuaries, 
Staple Inn Hall, High Holborn, W.C.1, 
or the Secretary of the Faculty of Ac- 
tuaries, 23 St. Andrew Square, Edin- 
burgh, will be glad to suggest suitable 
names to accountants or solicitors who 
desire actuarial advice. 

Yours faithfully, 
N. C. TURNER, 
J. B. H. PEGLER. 
Honorary Secretaries, 
The Institute of Actuaries. 
London, W.C.1, 
November 30, 1955. 


Sir.—The objections made by the 
Honorary Secretaries to the Institute of 
Actuaries, in their letter of November 30, 
to my article Estate Duty when a Re- 
mainderman Dies are not justified. 

The first complaint is that I did not 
make it clear “that the usual ‘market 
value’ principle applies to reversions in 
the same way as to other dutiable 
assets.”” I do not know what is alleged 
against me. It may be that your corres- 
pondents have in mind the notional 
“open market”’ under Section 7 (5) of 
the Finance Act, 1894, the presumption 
of which, under that Section, has now 
been so well established by judicial 
decision that it might safely be termed a 
principle. On the other hand, the 
reference may be to Section 60 (2) of the 
Finance (1909-1910) Act, 1910, although 
there is nothing in that somewhat un- 
important provision (which chiefly con- 
cerns the placing of property upon the 
market at one and the same time) to 
justify the definition of a “market 
value” principle. If the complaint, in 
fact, is that I did not deal with “open 
market” the short answer is that the 
article was not on that complicated sub- 
ject. I am certainly not prepared to seek 
to deal with important aspects of 
Revenue law by the confident enun- 
ciations of alleged principles. 

I do not understand the third para- 
graph of the letter. When property, sub- 


ject to a subsisting annuity, passes on 
death, a deduction may be taken for the 
value of the annuity and that deduction 
is to be ascertained by actuarial methods. 
That is the rule in re Longbourne (1952, 
2 All E.R. 933). This was clearly stated 
in my article. I have nothing to add to 
what I said or nothing to take from it. 
There is no warrant whatsoever for the 
inference that I suggested the employ- 
ment of the Succession Duty tables. 

Finally, your correspondents proceed 
to state that “the proper course is to 
discount the value placed upon the fund, 
after allowing for estate duties,” etc. 
This is an over-simplification. The prob- 
lem, in all but the most obvious cases, is 
to determine the allowance for estate 
duty. It was, indeed, to this problem that 
my article was largely addressed. 

Yours faithfully, 
GEORGE C. MASON. 

London, E.C.4, 
December 7, 1955. 


The Incorporated Accountants” 
Benevolent Fund 


Sir,—I write to you at this time of the 
year in the hope that my letter will cause 
some members of the Society to be dis- 
turbed—and to act. 

I am proud to be an Incorporated 
Accountant but each year as I read the 
report of the Trustees of the Benevolent 
Fund, I am a little ashamed. 

The Society has rather more than 
10,000 members but the total income of 
the Benevolent Fund from subscriptions 
is about £2,500. Surely when drawing 
cheques to pay their subscriptions to the 
Society, very few members would feel 
any loss in adding an extra guinea or so 
for the benefit of the less fortunate. 

Perhaps this letter may help towards 
making the income of the Fund more in 
keeping with the size of the Society and 
the position of most of its members. 

Yours faithfully, 
ASSOCIATE. 
Havant, Hants. 
December 2, 1955. 


A series of five evening lectures with the 
title New Developments in Industrial Con- 
trol will be held on Mondays, January 9 to 
February 6, from 6.30 to 8.0 p.m. at the 
Polytechnic, 309 Regent Street, London, 
W.1. 

The fee for the series is £1 10s. Applica- 
tions for tickets or for a copy of the 
brochure relating to the series should be 
addressed to the Registrar, Department of 
Management Studies, St. Katherine’s 
House, 194 Albany Street, London, N.W.1. 
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Readers’ Points and Queries 


Investment Allowances—Hire Purchase 
Instalments 


Reader’s Query—With reference to 
your reply to a reader’s query on page 
353 of the issue for September, 1955: is 
not the question affected by sub-para- 
graph 10 of Section 16, Finance Act, 
1954? This restricts the investment allow- 
ances to expenditure incurred after 
April 6, 1954, on the provision of new 
plant, i.e. plant which is unused..Can 
plant bought in 1953 and used before 
April 7, 1954, therefore be eligible for 
the allowance? 

Reply.—An initial allowance was due 
where a person incurred capital expen- 
diture on the provision -of plant and 
machinery for the purposes of the trade 
(Section 279 (1)). The date on which ex- 
penditure is incurred is the date when the 
sums in question become payable (Section 
330 (2)). An investment allowance in 
respect of expenditure on provision of 
new machinery or plant is to be given 
instead of an initial allowance (Section 
16 (3), Finance Act, 1954). The fact that 
the expenditure is due by instalments does 


Publications 


Corporation Accounts and Statements. 
By William A. Paton, PH.D., C.P.A., 
LiTTt.D., and William A. Paton, Jnr., 
A.B., M.B.A., PH.D. Pp. xx +740. (The 
Macmillan Company, New York. Price 
£2 7s. net.) 


THIS VOLUME Is rightly described as an 
advanced course. It provides a critical 
exploration of company accounting. 
The authors do not hesitate to denounce 
adopted procedures when they do not 
come up to their high standards, but 
occasionally they are willing to sacrifice 
the ideal for the expedient. 

The earlier chapters are devoted to 
problems springing from the system of 
no-par-value shares: they are interesting 
but, as yet, of no practical moment in 
this country. From then on, however, 
the text abounds with interesting argu- 
ment on almost every phase of company 
accounting, although the emphasis 


not alter the fact that it is expenditure on 
new plant. 


Stamp Duty—Payments to Charities 


Reader’s Query.—\ was recently asked 
the following question. The honorary 
treasurer of a charity said he believed 
that receipts for donations to charities 
were exempt from the 2d. stamp duty. 
The query was this: if an organisation, 
a charity for income tax purposes, raises 
money for itself by work—in this in- 
stance duplicating circulars for non- 
members for payment—is the receipt for 
the money received from non-members 
exempt from stamp duty or not? 


Reply.—It is stated in Alpe’s Law of 
Stamp Duties that “A receipt for a dona- 
tion or subscription to an _ institution 
totally devoted to charitable purposes 
enjoys a practical exemption from duty 
as the Commissioners do not enforce a 
penalty.” 

We understand, however, that a receipt 
given in the circumstances described in 
the query is not free from stamp duty. The 


throughout is on “proprietorship ac- 
counting” as opposed to “management 
accounting.” 

An idea of the nature of the provoca- 
tive text can be obtained by selecting 
two of its many pronouncements on 
controversial issues—two with which 
the present reviewer disagrees but which 
he finds presented in a stimulating way. 
The authors are emphatic that deben- 
ture discount is in the nature of interest 
and while they reluctantly accept its in- 
clusion at the inception of the debenture 
issue, they insist that its proper presenta- 
tion is by deduction from the nominal 
value of the debentures issued, averring 
that the liability to the debenture holders 
at the instant of borrowing is the cash 
received. Similarly, the opinion is given, 
without reservation, that such items as 
preliminary and formation expenses are 
assets in which the shareholders have an 
equity. 

Misconceptions, deliberate and unin- 
tentional, on the true nature of ““bonus 
share” issues are exploded. The use of 
such terms as “gross profit” or “‘net 
profit before taxation” (the play without 


fa 
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concession, whereby the Commissioners 
of Inland Revenue do not (in those cases 
where it is agreed to be applicable) pro- 
ceed for the recovery of the penalty in- 
curred where an acknowledgement of a 
mere subscription or donation to a chari- 
table institution has been issued un- 
stamped, is confined to a receipt given 
directly to a subscriber or donor for his 
subscription or donation. 


New Business—Losses Carried Forward 


Reader’s Query.—A man started farm- 
ing on May 6, 1952. For the year to 
May 5, 1953, his loss was £274, and for 
the year ended May 5, 1954, the loss was 
£54. The figure of £274 enters into the 
three fiscal years 1952/3 to 1954/5 thus: 
11/12ths of £274 =£251 for 1952/3; £274 
for 1953/4; and £274 for 1954/5. Is the 
total loss to be carried forward to 
1955/6 the computed losses of £251 + 
£274 +-£274 +54=£853, or the actual 
losses of £274 +-£54 =£328? If there had 
been other income would not all the 
computed losses have been available for 
set-off? 

Reply.—Only the actual losses, i.e., 
£274 +£54 =£328, can be carried forward. 
See C.1.R. v. Scott Adamson, /7 T.C. 
679. 


Hamlet) or, indeed, any shading of 
profit other than the result of deducting 
from revenues the costs of those revenues 
and losses, is deplored. The book 
recommends that as an addendum to 
financial statements, if not as an inherent 
part of them, there should be shown the 
amount available for dividends, as 
represented by an equivalent of surplus 
resources in cash form, and earnings 
which must be retained, since they are 
ploughed into other assets of the 
business. Again, the authors insist that 
there are no priorities between costs, and 
conclude that the profit and loss account 
must start with revenues before alloca- 
tion of costs against them. And these 
points are some among the many with 
which the reviewer finds himself in 
agreement. 

The authors dilate, to great advantage, 
upon such “advanced” topics as con- 
solidated financial statements, analyses 
of source and disposal of funds and the 
use of accounting ratios as a tool of 
analysis. 

Truly this book is a mine of interest. 
It is provoking in every line—sometimes 
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even irritating, because it cuts the dis- 
cussion short just when one feels im- 
pelled to argue—but it is always creative. 

R.A. 


Cost Accounting and the Engineer. By 
Kenneth B. Mitchell,  A.C.W.A.,, 
AFF.1.W.M. Pp. 126. (Uliffe & Sons Ltd.: 
10s. 6d.) 


THIS BOOK HAS been written for engineers. 
In general they have no good apprecia- 
tion of budgetary control—a lack for 
which accountants must be held largely 
responsible, since it is one of their 
important functions to communicate 
ideas on such subjects to management 
at all levels. Generally speaking, en- 
gineers think in terms of micrometers, 
vernier gauges, jigs, fixtures and so on, 
all tools to aid production. But they do 
not regard the budget as a similar tool, 
just as essential and even more signifi- 
cant in its effect on management 
decisions. The author shows budgetary 
control as a tool for ensuring that the 
organisation works within prescribed 
tolerances and that any deviations from 
the plan are immediately highlighted to 
enable prompt remedial action to be 
taken. 

The book is very readable and should 
be well received by engineers. If they 
apply the author's principles to their 
own sphere of activity, accepting cost 
standards as doing a job similar to the 
physical standards of engineering, it 
should greatly increase the effectiveness 
of their contribution to management. 

H.K. 


The Student’s Guide to Company Law. 
By Frank H. Jones, F.A.C.C.A., A.C.LS. 
Pp. xxiii+394. (Jordan & Sons, Ltd.: 
19s. 6d. net.) 


ANY PUBLICATION THAT succeeds in 
making the lot of the examination 
student in company law easier is assured 
of a good reception. This new book sets 
out with that worthy objective and no 
higher praise could be given than to say 
that the objective is achieved. 

The author states the law relating to 
companies governed by the Companies 
Act, 1948, and wherever possible ex- 
plains the practical application of the 
Act.. The opening chapter gives an 
illuminating background to the Act, 
and each subsequent chapter deals with 
one aspect of the law in more detail. 
Points of special importance, either in 
examinations or in practice, are brought 
out by the use of distinctive type. For 
further emphasis on the essentials, at the 


end of each chapter there is a list of 
important points. 

Perhaps the most pleasing feature is 
the almost complete absence of legal 
jargon. The author even contrives to 
add a spark of interest to the subject not 
found in the more conventional text 
books when, for example, he tells us that 
the files of live companies at Bush 
House take up about sixteen miles of 
shelving. It is doubtful, however, 
whether the meaning of “ta chose in 
action” is made more obvious by trans- 
lating it into “thing in action.” 

A large number of questions set by 
leading examining bodies are repro- 
duced. If the dates of the examinations 
were set against the questions students 
could more easily refer to the model 
answers obtainable for some examina- 
tion papers. It would also be helpful if 
out of his long experience as lecturer, 
writer and examiner, the author had 
given some general hints on answering 
company law questions, illustrated by 
suggested answers to some of the 
questions reproduced. K.L. 


Books Received 


The Changing Pattern of Audit Practice. 
By H. L. Layton, F.c.A., F.s.A.A. Pp. 76. 
“Practice Notes” Series No. 45. (/ncorpora- 
ted Accountants’ Research Committee, Lon- 
don, W.C.2: 7s. 6d. net.) 


The Valuation of Stock and Work in Pro- 
gress. By W. G. A. Russell, F.s.A.A. Pp. 25. 
‘Practice Notes” Series No. 44. (Incorpora- 
ted Accountants’ Research Committee, 
London, W.C.2: 4s. net.) 


The Law of Negotiable Instruments in South 
Africa. Third Edition. By Denis V. Cowen, 
Barrister-at-Law, assisted by Leonard 
Gering, Advocate of the Supreme Court of 
South Africa. Pp. xxxvii-+- 534. (Juta & Co., 
Ltd., P.O. Box 30, Cape Town: £3 12s. 6d. 
net.) 


Green’s Death Duties. Fourth (Cumulative) 
Supplement to third edition. By H. W. 
Hewitt, LL.B. Pp. xii+55. (Butterworth & 
Co. (Publishers), Ltd.: 7s. 6d. net.) 


The Bequest of the Greeks. Problems, Prin- 
ciples, Procedures inherited by Modern 
Mathematics from Greek Antiquity. By 
Tobias Dantzig. Pp. 191. (George Allen & 
Unwin, Ltd.: 18s. net.) 


The Lending Banker. By L. C. Mather, 
B.COM., A.C.LS., F.1.B. Pp. 99. A Review of 
the Principles of Bank Lending, Unsecured 
Advances and Balance Sheets and the Ban- 
ker. Reprint of articles which appeared in 
The Bankers’ Magazine. (Waterlow & Sons, 
Ltd., 85-86 London Wall, E.C.2: 8s. 6d. net; 
9s. post free.) 
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Leicester's Finances, 1954-55. Pp. 378. (City 
Treasurer, Town Hall, Leicester.) 


Studies in Income Tax. By David Shrand, 
M.COM., A.S.A.A.,  C.A.(S.A.). Pp. 164. 
(Legal & Financial Publishing Co., P.O. 
Box 3461, Cape Town: 20s. 3d. post free.) 


Borough of Luton. Abstract of Accounts for 
the year ended March 31, 1955. Pp. 292. 
(Borough Treasurer, Town Hall, Luton, 
Beds.) 


County Council of Northumberland, Abstract 
of Accounts for the Year ended March 31, 
1955. Pp. 236. (County Treasurer, County 
Hall, Newcastle-upon-Tyne, 1.) 


**Taxation’’ Manual—Income Tax and Sur- 
Tax, Law and Practice. Compiled under the 
direction of Ronald Staples. Eighth edition. 
Pp. xx-+441. (Taxation Publishing Co. Ltd.: 
25s. net.) 
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BINDING OF VOLUME 66 


The index to Volume 66 (January— 
December, 1955) is enclosed with 
this issue of ACCOUNTANCY. 

A grey binding case with white 
lettering will be obtainable from 
Simson Shand Ltd. They will bind 
subscribers’ copies at a charge of 
£1 7s. 6d., or supply the binding 
case only at 10s., post free. Orders 
should be sent direct to Simson 
Shand Ltd., 12/14 Parliament Square, 
Hertford, Herts., accompanied by the 
appropriate remittance, the twelve 
monthly parts and the index. If the 
monthly parts are posted separately 
from the order and remittance, a note 
of the name and address of the sender 
should be enclosed. 

Any missing parts should be ob- 
tained from the offices of ACCOUNT- 
ANCY at Incorporated Accountants’ 
Hall, Temple Place, Victoria Em- 
bankment, London, W.C.2 and in- 
cluded in the parcel sent to the 
binders. As the cases are of a stan- 
dard size, complete sets only can be 
bound. 

Cases are available for earlier years 
and orders for cases or for binding 
can be accepted for any year at the 
same charges. 
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TO 


INCOME 
TAX 


AND SURTAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETE 


AUTOMATIC THUMB INDEX 
The Five Second Reference Book 


FINANCE ACT, 1955 EDITION 


EN Ne 
To Taxation Publishing Company Limited 
98 Park Street, London, WI ye Mayfair 7888 


Se copies of ‘KEY TO INCOME TAX’ at 10/3 
Post free 
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KEEP YOUR FINGER 
ON THE 
PULSE OF INDUSTRY 


The best way to learn the “ins 
and outs” of any industry is to 
get books on the subject from 
Smith's. The best titles for your 
needs will gladly be suggested if 
required. The latest books on 
recent developments in account- 
ancy and new visual and elec- 
tronic aids can be supplied 
quickly through your local 
Smith’s shop or bookstall. 


W. H. SMITH & SON 


FOR TECHNICAL BOOKS 


Head Office: STRAND HOUSE, LONDON, W.C.2 


%¥ Your stationery and printed matter 
can also be supplied through our 
local branch. 


— | 
| An excellent agency offer 


to professional men 


| BELMONT FINANCE CORPORATION LTD. 
BANKERS 

Registered Office: 22 Queen Street, London, E.C.4 

Branches in the principal cities of the U.K. 


| Professional Men are invited to apply for 
Agencies of our Banking Department. The 
remuneration is not solely an introductory fee, | 
but continues as long as the client’s account is || 
with the Belmont Finance Corporation Ltd. | 
| There is no limit to the amount of Capital which} 
| the Corporation can accept. Interest 7% per | 
annum. 
The strength of the security offered by the Corporation 
lies in the following factors :— 
|. There are no debentures, and it is not proposed to 
place anything in priority to the Depositors’ security. 
2. The ratio of paid-up Capital and Reserves to the total 
of Deposit and other accounts was approximately 20% 
at the end of April, 1955. 
3. Total Assets £500,000 Os. Od. 
A copy of the Accounts can be obtained on application. 


| Place your clients’ savings on deposit with the 
BELMONT FINANCE CORPORATION LTD. 
Today’s Finest Investment 


_ Send for Brochure to The Secretary, Belmont Finance Cor- 
poration Ltd., Belmont House, Westcote Road, Reading 
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QUEEN ELIZABETH I OPENS THE ROYAL EXCHANGE 
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On January 23rd, 1571, Queen Elizabeth I 
opened Sir Thomas Gresham’s Exchange in 
the City of London. It did not, however, 
survive the Great Fire of -1666 and a new 
building was erected in 1669. This, too, was 
burnt down and the present Royal Exchange 
was opened by Queen Victoria in 1844. 
Appropriately it was the setting for the public 
proclamation in the City of the accession of 
Queen Elizabeth II. 


Today, the Royal Exchange Assurance 
still conducts its business from here, as 
it has done for almost two and a half 
centuries. Royal Exchange Assurance 
offers favourable terms for Life and 
Endowment policies. Other types of 
insurance can also be arranged for the 
family and home. Enquiries are welcomed 
at the Head Office, Royal Exchange, 
London, F.C.3, or any local branch. 


ROYAL EXCHANGE ASSURANCE 


Incorporated by Royal Charter in 1720 


All classes of Insurance transacted. Branches throughout the United Kingdom. 
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Legal Notes 


Contract and Tort— 
Servant’s duty to indemnify master 


It is a fundamental principle of law that 
a master is liable to third parties for 
damages caused by the negligence of his 
servant in the course of his employment, 
and the extent of this liability has been 
worked out in innumerable cases. It is, 
however, only quite recently that the 
Courts have had to consider whether 
and to what extent a negligent servant is 
bound to repay to his master the 
damages which the master has been 
compelled to pay to a third party, and 
the decision of the Court of Appeal in 
Romford Ice and Cold Storage Co. Ltd. 
v. Lister [1955] 3 W.L.R. 631 is of great 
importance. 

In that case L. was employed by R. 
Ltd. as a lorry driver. While backing the 
lorry down a private yard during the 
course of his employment he negligently 
injured a fellow servant, who success- 
fully sued R. Ltd for damages. R. 
Ltd. held two insurance policies, of 
which one complied with the minimum 
requirements of the Road Traffic Acts 
but did not cover them against injuries 
caused by one servant to another; the 
other was a Lloyd’s employer’s liability 
policy, under which the underwriters 
paid up. Under the terms of this second 
policy the underwriters had power “‘to 
prosecute in the name of the assured for 
their own benefit any claim for indemnity 
or damages,’ and under this power the 
underwriters, without consulting R. 
Ltd., brought an action against L. in the 
name of R. Ltd. to recover the amount 
which they had paid out under the policy. 
It will thus be seen that, although the 
underwriters had the conduct of the 
action, the nominal plaintiffs were the 
employers. 

The Court held by a majority that a 
man who is employed to undertake the 
responsible work of driving his em- 
ployer’s lorries impliedly promises as 
part of his contract of service that he 
will drive them with reasonable skill and 
care. By driving negligently L. had 
broken this implied promise and the 
employers were entitled to sue him for 
breach of contract and to recover as 
damages the amount which they them- 
selves had had to pay to the injured 
person. The Court rejected the conten- 
tion that it was an implied term of the 
contract of service that the employers 
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should insure the servant against lia- 
bility for injuring a fellow servant even 
if no such insurance was required by 
statute. The Court also held that the 
employers and the servant had jointly 
committed the tort of injuring the 
fellow servant and that, in the alter- 
native to their right of action for breach 
of contract, the employers were entitled, 
in the Court’s discretion, to be awarded 
an indemnity against the servant under 
the Law Reform (Married Women and 
Tortfeasors) Act, 1935. 

Lord Justice Denning in a dissenting 
judgment held that a lorry driver made 
no implied promise to his master that he 
would never make a mistake, and that 
the employers had no right of action for 
breach of contract. The employers had 
a right of action in negligence and might 
be awarded a contribution or even an 
indemnity under the 1935 Act in a 
suitable case, but if the employer was in 
fact insured there was an implied term in 
the contract of service that the employer 
would not sue for a contribution or 
indemnity. ; 

Lord Justice Denning also held that 
the accident arose out of the use of a ve- 
hicle on a road and that as the employer 
was bound by the Road Traffic Acts to 
insure against this liability he could not 
recover anything from his servant. On 
this point the other members of the 
Court held that, as the accident hap- 
pened in a private yard, it did not arise 
out of the use of a vehicle on a road, 
even though the vehicle had been driven 
along a road in order to get to the yard. 
They accordingly left open the question 
whether the employers would still be 
entitled to an indemnity if their liability 
was such that they were bound to insure 
against it by the Road Traffic Acts. 

The merits of the decision will no 
doubt be hotly debated. On the one hand, 
as the majority of the Court pointed out, 
all members of the community should 
feel a sense of responsibility towards 
one another, and it is not in the public 
interest that workmen should assume 
that, whoever else may be called upon to 
compensate the victims of their wrong- 
doing, they themselves will be immune. 
On the other hand, it does seem very 
hard that a workman should be com- 
pelled to pay a crippling sum, especially 
if his employer is insured. It is much to 
be hoped that employers and trade 
unions will be able to work out for their 
contracts express terms which will clarify 
the position. Until that happens, it is 
suggested that employers, who do not 
intend themselves to make claims of this 
kind upon their servants, should scru- 
tinise their insurance policies to make 
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sure that their insurers are not given too 
great a power. 


Executorship Law and Trusts— 


Duties of a Trustee to a Beneficiary on 
his attaining full age 

In Hawkesley v. May [1955] 3 W.L.R. 
569, H. and his younger sister were 
absolutely entitled as joint tenants to a 
trust fund upon attaining the age of 21. 
When H. became 21 his trustees, acting 
under the advice of their solicitor, took 
no steps either to transfer half the 
capital to him or to pay him the income 
arising from the fund; they retained the 
whole fund and accumulated the income. 
When the sister became 21, she gave 
notice severing the joint tenancy and her 
share of the capital was paid to her. For 
another year the trustees continued to 
hold the remainder of the fund and to 
accumulate the income arising there- 
from, and they then transferred the 
whole of the balance to trustees of a 
voluntary settlement which H. had made. 
Many years passed and H. then brought 
this action against the trustees and their 
solicitor alleging conspiracy and frau- 
dulent breach of trust. 

H. failed in his action because the 
Court held that there had been no con- 
spiracy or fraud and that, although there 
had been an innocent breach of trust, 
the trustees were protected by the 
Limitation Act, 1939, and were further 
entitled to relief under Section 61 of the 
Trustee Act, 1925, as they had acted 
reasonably and honestly. The impor- 
tance of the case lies in the enunciation 
by the Court of the duties which the 
trustees owed to H. upon his attaining 
the age of 21. 

(a) Upon attaining the age of 21 H. 
became entitled, before severance of the 
capital, to the income arising from his 
share of the trust funds, and it was the 
duty of the trustees to pay it to H. even 
though he made no demand for it. 

(6) When H. became 21, it was also 
the duty of the trustees to inform him 
that he had an interest in the capital and 
income of the fund and they were bound 
to disclose to him upon demand any 
document relating to the trust. They 
were not bound either to inform him that 
he had a right to sever the joint tenancy 
or to give him legal advice. 

(c) When both H. and his sister had 
become 21, the trustees had a duty to 
pay the whole of the trust fund to them 
as joint tenants without demand. If H. 
had severed the joint tenancy before his 
sister became 21, they would have been 
bound to pay to him his share of the 
capital without demand. 


ete 0 _ at iS oe |) i a See Se, Sm — ‘ean its ie ee es 
; b.. Wai Pe 5 Bes E ee a a ; Aree - oe : aa a 7h » ’ a wf ial Bey ws 
— “a2 > - a - a 4 _—— ae incl «Rae AB 
ee. ee p i ab aa ae ee Ti | iy, Se 7 a ow a ig ee ae b 
; . 

q 

% 
ee |_| & 

\ 

| ! 
-) 
€ 

; 

Po : 

f 
: 

A * ck ony am 
gat Ee me = i ~~ - _ a er ga REN: 2 
& hes oe d 7 _ a ae | eae ; a = ie “ee e . rie a a 
ri Law > ra oar. - ee ee & 7 — | ee ee are i ee 


30 


The Student’s Columns 


I—WIFE’S EARNED INCOME 


THE INCOME OF a married woman who is not living apart 
from her husband has to be regarded as part of his total 
income for ai/ the purposes of the Income Tax Acts. It 
must be so regarded even when they have separate assess- 
ments, for then the effect is merely to make the wife 
liable to bear part of the total income tax liability for the 
year of assessment without in any way affecting the cal- 
culation of that liability. It must also be so regarded 
when, because the wife is holding an office or employ- 
ment, her emoluments fall to be taxed under P.A.Y.E. 
That system is no more than a system of collecting in- 
come tax at the source; the true liability is calculated at 
the end of the year when the notice of assessment is 
issued and the tax payable is compared with the tax 
paid. 

The reliefs now given in respect of a wife’s earned in- 
come are designed to secure that normally the wife’s 
earned income is taxed as though she were a single per- 
son, while the husband retains the full benefit of the 
reliefs normally given to a married man. It must be 
noted, however, that for this purpose “‘wife’s earned in- 
come” does not include the following: 

(a) Family allowances; 

(b) Pensions, unless they arise by virtue of the wife’s 
own employment or National Insurance contri- 
bution. 

These, of course, are earned income but are treated as 
though they accrued to the husband. 

The three reliefs involved are as follows: 


Earned income relief 

We are concerned only with wife’s earned income; there- 
fore on the face of it the two-ninths deduction for earned 
income relief ought always to be available. There is, 
however, an overall limit of £450 for the relief when the 
earned income amounts to £2,025 or more. If, therefore, 
the combined earned incomes of husband and wife 
exceed £2,025, the wife’s earned income relief must be 
restricted. For the reason explained below the earned 
income relief must be given in full against the husband’s 
earned income as far as possible. 


Additional personal relief 
This for 1955/56 is a deduction of seven-ninths of the 
wife’s earned income, with a maximum of £140. It is 
often, quite wrongly, referred to as “‘wife’s earned income 
relief.” 

It will be seen that the full £140 can be claimed only 
when the wife’s earned income exceeds £180 (seven- 


ninths of which is £140). In most cases this means that if 
the wife’s earnings do not exceed £180 they will be exempt. 
The exception to this rule is found if it is necessary to 
restrict the total earned income relief. Thus, for example, 
if the wife’s earned income for 1955/56 is £135: 


(i) If the husband’s earned income is £1,000, the wife’s earnings 
of £135 are exempt since the following reliefs can be claimed: 


Earned income relief 2/9ths of £135= 30 
Additional personal relief 7/9ths of £135= 105 
£135 


(ii) If the husband’s earned income is £2,500, no earned income 
relief is available in respect of the wife’s earnings which will, 
therefore, be taxed as follows: ' 

Wife’s earned income 135 

Less: Additional personal relief 105 


£30 at 2s. 3d. =£3 7s. 6d. 


(iii) If the husband’s earned income is £1,980, partial earned 
income relief may be claimed: 


Taxable 


Wife’s earned income 135 
Less: Earned income relief— 
maximum 450 
Less: Given to husband 440 
— 10 
Additional personal 
relief 105 
— 115 
Taxable £20 at 2s. 3d. =£2 5s. Od. 


Reduced rate relief 

The additional reduced rate relief given in respect of the 
wife’s earned income is sometimes rather misleadingly 
referred to as “double reduced rate relief.’”” Whether the 
reduced rate reliefs are in fact doubled in any particular 
case depends on: 

(a) The amount of the wife’s earned income, from which must 
be deducted the amount of the other reliefs which could not have 
been granted but for the existence of that income (normally 
earned income and additional personal relief). 

(6) The amount of any other incomes of husband and wife 
(i.e. husband’s earned and unearned income, plus wife’s unearned 
income) from which must be deducted a// the personal reliefs 
not deducted in (a). Reliefs which at first sight may appear to 
belong to the wife (e.g., for life assurance premiums payable by 
her or dependants maintained by her) have to be included in this 
part of the calculation. 

Only if a full set of reduced rate reliefs arises under 
both headings can they be said to be doubled. 
The application of these principles can be shown best 


by the following examples: 
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Illustration I (Memorandum) Brought forwerd £2,370 £450 
Total Wife's Earned Less: E.1.R. (max.) 450 50 
Income P.R. 240 — 
£ £ A.P.R. 140 140 
Husband’s income (all earned) .. 900 Child 100 — 
Wife’s income (all earned) a 450 450 Dependant relative 60 - 
— --- 990 — 190 
1,350 ane — 
Less: Earned income relief (E.1.R.) 300 100 1,380 260 
Personal relief (P.R.) 240 _- a a 
Additional personal relief S 2. € £6 ii 
(APR) .. - .. 140 140 Taxable: £120 at 2s. 3d. 13 10 O £60 at2s.3d. 615 O 
Child a ee .. 100 _— 300 at 4s. 9d. 71 5 O 150 at4s.9d. 35 12 6 
— 780 — 240 200 at 6s. 9d. 67 10 O SOat6s.9d. 1617 6 
oe od 760 at 8s.6d. 323 0 O 
570 210 a _ 
— — £475 5 0 £59 5 O 
£ a. d. ——_——_ — 
Taxable: £120 at 2s. 3d. 13 10 O £60 at 2s. 3d. (Sur-tax will also be payable on the total income of £2,370.) 


300 at 4s. 9d. 71 5 O 150 at 4s. 9d. 
150 at 6s. 9d. 50 12 6 


£135 7 6 


National insurance contributions have been ignored. 
If the wife elects to pay contributions—she is not obliged 
to pay them—the amount allowable will be deducted 
from her earned income and will thus reduce the reduced 
rate relief on it. 

Illustration I 


(Here the incomes are reversed) 
Wife's Earned 


Total Income 
£ £ 
Husband ii th se 450 
Wife a x ess < 900 900 
1,350 
Less: E.1.R. 300 200 
P.R. 240 
A.P.R. 140 140 
Child 100 — 
— 780 — 340 
570(a) 560(b) 
£ «4 
Taxable: £70 at 2s. 3d. 7 a2 £60 at 2s. 3d. 


6 
. 9d. 6 150 at 4s. 9d. 
150 at 6s. 9d. 50 12 6 150 at 6s. 9d. 
200 at 8s. 6d. 85 0 0 
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The wife’s earned income is large enough to give rise 
to one full set of reduced rate reliefs, but the “‘other”’ in- 
come liable to tax (found by deducting (b) from (a) ) is 
only £10. 


Illustration III 

(Here earned income relief is restricted and the wife supports her 
widowed mother. The child is the wife’s child by a former marriage, 
the father being dead.) 


Wife's Earned 
Total Income 
£ £ 
Husband—earned income 1,800 
Wife—earned income 450 450 
Unearned income 120 


Carried forward £2,370 £450 


If application is made for separate assessment, this 
will not affect the total amount of tax payable but it will 
be apportioned as follows: 


Husband Wife 
Earned income £1,800 £450 
Less: Earned income 
relief oP: 360 90 
1,440 360 
Unearned income — 120 
1,440 480 (or 3:1) 
P.R. = .. 240 
A.P.R. a .. 140 
Child se .. 100 
480 360 120 
Dependant relative .. 60 
— 180 
1,080 300 
a & fs =~ 
Taxable: £90 at 2s. 3d. 10 2 6 £30 at 2s. 3d. 3 7 «4 
225 at 4s. 9d. 53 8 9 75at4s.9d. 17 16 3 
150 at 6s. 9d. 50 12 6 SOat6s.9d. 1617 6 
615 at 8s. 6d. 261 7 6 145 at 8s.6d. 61 12 6 
£375 11 3 £99 13 9 


Note that in total these liabilities agree with the 
£475 5s. Od. previously computed. Of the £99 13s. 9d. 
payable by the wife, £51 Os .0d. (£120 at 8/6) is attri- 
butable to her unearned income and will probably have 
been paid by deduction. There is left £48 13s. 9d. attri- 
butable to her earned income and this is less than the 
amount of £59 5s. Od. previously calculated. No adjust- 
ment is necessary, therefore, under the proviso to Section 
358 (2) of the Income Tax Act, 1952. Had the figures been 
reversed, it would have been necessary to reduce the 
wife’s liability (and increase the husband’s) by the 
difference (£59 5s. Od. — £48 13s. 9d. £10 11s. 3d.). 

Note also that as the child relief is claimed in respect 
of a stepson of the taxpayer (i.e., the husband) it is dealt 
with as though the child were a child of the marriage. 
Had the child been, say, the wife’s niece and maintained 
by the wife, the child relief would have been allocated to 
the wife in the same way as the dependant relative relief. 
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II—THE VERIFICATION OF PATENTS 


IN AUDITING, the verification of assets and liabilities is 
concerned to establish that the facts on the balance 
sheet are truly recorded. The main question is: did the 
assets and liabilities exist at the date of the balance sheet? 
Proof of existence may, in general, be obtained by in- 
spection, by certification from responsible parties or by 
any other documentary evidence. Verification also guards 
against fraud or error from the wrongful statement of 
value of an asset or liability or the recording of a non- 
existent one. It should also bring to light any charges 
secured on any of the assets. 

A patent is an intangible asset with a term of existence 
limited by law. For accounting purposes, an asset of this 
kind should be stated at cost and should be amortised 
over its life. Alternatively, a nominal value is sometimes 
shown, but it is not strictly sound practice to put such a 
value on the asset. The Eighth Schedule of the Companies 
Act, 1948, states that the method of arriving at the 
amount of the fixed assets (not the value—a very impor- 
tant distinction) must be stated, but goodwill, patents 
and trade marks are specifically excluded from this 
requirement. Nevertheless, where possible, the amount of 
the patent should be stated separately on the balance 
sheet. 

The life of a patent is normally a maximum of sixteen 
years, commencing from the date of filing the complete 
specification; sometimes however, on application by the 
patentee, the Court may extend the term for a further 
period, but to have it so extended is usually costly. Once 
the patent is granted, no fees are due for four years; it is 
maintained after the fourth year by the payment of 
renewal fees annually. The first renewal fee is £5 (fifth 
year), the next £6 and so on until, for the sixteenth year, 
the fee is £16. Failure to renew will terminate the patent; 
so will the expiration of the term. Statistics show that less 
than one-third of British patents are renewed beyond the 
twelfth year and only 14 per cent. last for the full period. 

The cost of a patent includes agents’ fees, Patent 
Office charges, experimental and development expendi- 
ture. If the patent has been taken out by the business 
whose accounts are being audited, the auditor should 
examine the expenditure incurred on research and 
development in order to see that such expenditure as is 
capitalised in the cost of the patent is reasonable and 
valid. 

The document constituting the “letters patent”’ is issued 
by the Patent Office and entered in its register of patents. 
The auditor has first to satisfy himself that the patent 
exists. He must therefore inspect the “letters patent,” 
confirming that they are in the right name and that the 
proper renewal fees have been paid. Patents are docu- 
ments under seal: a sealed deed, properly stamped and 
registered, is therefore necessary to convey the legal rights 
to an assignee. Where there has been an assignment, the 
auditor must see the deed. If the patentee has mortgaged 


the patent in order to raise money the auditor must see 
that the mortgage is entered in the register of patents; if 
it is not so entered, it may not be valid against a subse- 
quent assignee for valuable consideration who receives no 
notice of the mortgage. If a company owns a mortgaged 
patent, the charge should be registered under Section 95 
of the Companies Act, 1948. 

Having satisfied himself on existence and ownership of 
the patent, the auditor must next consider the reason- 
ableness of the value assigned to it. Although the legal 
life is sixteen years, the income-earning life is very often 
shorter, and where this is so, any balance of cost should 
be written-off, so that no value is placed on the asset 
beyond its useful life. It may well be that some value, 
akin to goodwill, remains after the patent has expired, 
but the most conservative and best practice would be to 
write-off the asset completely at the end of its legal life. 
To guard against possible fraud, where patents have not 
been renewed the auditor should see the authority for 
non-renewal, for example, a resolution of the Board 
sanctioning the lapse. 

Sometimes, a licence under a patent is granted. That is 
to say, permission is given to do something which, but for 
the existence of the licence, would constitute an infringe- 
ment of the patent. If such a licence exists, it might be 
valuable, and the auditor should see the agreement be- 
tween the patentee and the licensee and check also that 
all royalty income has been or will be properly received. 
He should also check the calculation of the income on the 
agreed basis. 


THE ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTANTS 


The annual dinner and dance of the Association of Certified 
and Corporate Accountants was held at Grosvenor House, 
London, on December 5. The President, Mr. W. Macfarlane 
Gray, and Mrs. Macfarlane Gray received the guests, who 
included the Rt. Hon. Sir Reginald Manningham-Buller, P.c., 
Q.c., M.P. (Attorney-General); Mr. C. Percy Barrowcliff (past 
President, Society of Incorporated Accountants) and Mrs. 
Barrowcliff; Mr. H. Beer, c.p. (Under-Secretary, Board of 
Trade) and Mrs. Beer; Mr. W. S. Carrington (President, 
Institute of Chartered Accountants in England and Wales) and 
Mrs. Carrington; Mr. I. A. F. Craig, 0.B.£. (Secretary, Society 
of Incorporated Accountants) and Mrs. Craig; Sir Henry D. 
Hancock, K.C.B., K.B.E., C.M.G. (Chairman, Board of Inland 
Revenue) and Lady Hancock; Sir Wyndham Hirst, k.s.e. 
(Public Trustee) and Lady Hirst; Sir Harold Howitt, G.B.£., 
D.S.O., M.C., F.C.A., and Lady Howitt; Mr. W. Charles Norton, 
M.B.E., M.c. (President, The Law Society); Sir James Millard 
Tucker, Q.c., and Mrs. Millard Tucker. 

Mr. Bertram Nelson, President of the Society of Incorpora- 
ted Accountants, had intended to be present but was un- 
avoidably prevented from attending. 
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PROVINCIAL 


BUILDING SOCIETY 


ASSETS OVER £62,000,000 
RESERVES OVER £4,000,000 
INVESTMENT CEILING £5,000 


3 INVESTMENT CLASSES 
24% Deposit Accounts. 3% Paid up share accounts. 


34% Subscription share accounts 
(fixed regular monthly savings). 


Income tax is paid by the Society on Paid-up Shares, 
Subscription Shares and Deposit Account interest 


HEAD |BRADFORD: Equitable House, Market Street. Tel. 29331 /2/3/4. 
OFFICES| LEEDS: Provincial House, Albion Street. Tel. 29731/2/3 


LONDON OFFICE: Astor House, Aldwych, London, W.C.2. Tel: HOLborn 3681 


OVER 400 BRANCHES AND AGENCIES THROUGHOUT THE COUNTRY 


Frank Clayton, F.C.1.S., General Manager ——«— 


* * * * * 
THE ACCOUNTING REQUIREMENTS OF 
THE COMPANIES ACT, 1948 


Sixth (Revised and Enlarged) Edition (1956) 
By FRANK H. JONES, F.A.C.C.A., A.C.LS. 
‘An excellent résumé of the present position in regard to the 
accounting of companies under the 1948 Companies Act. We 
commend it to students and practitioners as a simple and con- 
cise statement of the practical accounting requirements of 
this lengthy and complicated Act.’ - The Accountant. 


4s Od; by post 4s 5d 


THE PROFITS TAX SIMPLIFIED 


1955-56 Edition with provisions of the Finance (No. 2) 
Act, 1955 


by ARTHUR REZ, B.Com.(Lond.), F.R.Econ.S., 
F.A.C.C.A. 
*... those who wish for a simple statement of the operation of 
Profits Tax will find in this booklet clarity of statement and 
example.’ — The Cost Accountant. 


5s Od; by post 5s 5d 


GUIDE TO EXAMINATION SUCCESS 
Third Edition 
By FRANK H. JONES, F.A.C.C.A., A.C.LS. 


‘Will save many examinees from the dangers which lie before 
even the most keen and hard-working.’ 
— The Accountants Journal. 
‘It is a time-saver; its sixty pages bristle with valuable hints.’ 
— The Bank Officer. 
5s Od; by post 5s 6d 


BARKELEY BOOK CO LTD * 


39 Lansdowne Road, Stanmore, Middlesex 


XVii 


will say '‘Somebody’s been using 
my machine. I can tell by the 
touch ’’. If she really can tell, her 
machine isn't likely to be an Imperial 
‘66’. All the 2,400 parts of the ‘66’ 
are finely made and precisely assembled. 
But that very delicacy and precision 
ensures that the machine adjusts itself 
in a most friendly way to any touch, and 
goes on doing its good work for a very 
long time for any number of pairs of 
hands. An Imperial ‘66’ is not 
temperamental. 


Quick work —well done 


Imperial 
typewriters 


IMPERIAL TYPEWRITER CO, LTD, LEICESTER AND HULL, 
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SOUND TUITION | HOW MUCH MONEY 


plus 
A CLEAR-CUT GUARANTEE 


is the R.R.C. formula for 


YOUR SUCCESS 


in the Examinations of 


THE INSTITUTE 


and 


THE SOCIETY 


Also for A.C.C.A., I.C.W.A., I.M.T.A., C.LS., ete. 


Before making plans for further study, you are 

cordially invited to send for free details of the 

efficient, inexpensive training with NO PASS— 

NO FEE GUARANTEE provided by the College. 
Your inquiry places you under no obligation. 

WRITE TODAY, specifying interest, to THE PRINCIPAL, Dept. AY, 


THE RAPID RESULTS COLLEGE 


TUITION HOUSE LONDON, S$.W.19. 


— 


Various difficulties are caused by absence of 
staff through illness or accident. There is extra 


| cost if you have to obtain temporary assistance 
= w ES and continue paying the absentee’s salary; and 
= 9 = . . . 
= THE ORLD’S GREATEST = if that employee’s salary is not maintained the 
= BOOKSHOP = result is almost sure to be financial hardship 
= = and discontent. 
= = Most of these problems can be eased by the 
= $2 FoR eon = adoption of an entirely new scheme offered by 
= — = the ““Century”— a cut-and-dried arrangement 
= = appli he whole staff. 
2 NEW, SECONDHAND, RARE a grag pale a 
= = It is simple to install and to maintain; 
= BB k = entirely automatic in its application to varying 
= arp § = circumstances; it helps to promote the loyalty 
= 2 staff; and i ti | 
= ON EVERY SUBJECT = and goodwill of the staff an its cost is 
= = normally allowed as a business expense by 
= Foyles have Departments for Music, Records, Stationery, = the Inland Revenue. ’ 
= Handicraft Tools and Materials, Magazine Subscriptions, = Business and professional firms all over the 
= Lending Library, Foreign Stamps, Children’s Books. - country are taking it up... 
= JOIN THE BOOK CLUB! You buy best-selling Novels 2 ... why not your fir 7, also ? | 
= (published at 10/6, 12/6 & more) for ONLY 3/6. Write = May we send you particulars? ' 
= today for details! = 
= = . » 
= 119-125 CHARING CROSS ROAD, = E“IN J 2. | 
= LONDON, W.C.2 = INSURANCE COMPANY LIMITED 
' = GERrard 5660 (16 lines) Open 9-6 (inc. Sats.) = 7, Leadenhall Street, | 18, Charlotte Square, 
= Two minutes from Tottenham Court Road Station = London, E.C.4. Edinburgh, 2. 
TM 
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ACCOUNTANCY JANUARY 


THE SOCIETY OF 


Incorporated Accountants 


Can the Government 
Economise? 


MR. BERTRAM NELSON, President of the 
Society, presided at a dinner held at 
Incorporated Accountants’ Hall on 
November 28. The principal guest was 
the Rt. Hon. Reginald Maudling, m.P., 
Minister of Supply, and other guests of 
the Society were Mr. W. S. Carrington 
(President of the Institute of Chartered 
Accountants in England and Wales): 
Mr. F. Cleland (President of the Insti- 
tute of Chartered Accountants in Ire- 
land); Mr. A. H. Dicker, M.B.E£. (Vice- 
President of the Institute of Chartered 
Accountants in England and Wales); 
Sir Henry Hancock, K.C.B., K.B.E., 
c.mM.G. (Chairman, Board of Inland 
Revenue); Sir Graham Hayman (Presi- 
dent of the Federation of British In- 
dustries); Mr. T. R. Johnson (President 
of the Institute of Municipal Treasurers 
and Accountants); Mr. James Macmil- 
lan; Mr. G. Nicholson (President of the 
Institute of Cost and Works Account- 
ants); Mr. D. Overall (President of the 
Chartered Institute of Auctioneers and 
Estate Agents); Brigadier E. C. Pepper, 
C.B.E., D.S.O.; Mr. B. G. Porter, D.F.c. 
(President of the Chartered Institute of 
Secretaries); Mr. F. M. Redington 
(Vice-President of the Institute of 
Actuaries); Sir Alfred Road, C.B.E. 
(Chief Inspector of Taxes, Inland 
Revenue); Sir Alan Tod, c.B.£.; Mr. A. 
Tunnington; and Sir John Worlledge, 
K.B.E. (Director General of the Overseas 
Audit Service). 

The President of the Society, Mr. 
Bertram Nelson, briefly proposed the 
toast of the guests, coupling with it the 
name of the Rt. Hon. Reginald Maud- 
ling, M.P., the Minister of Supply. 

Mr. Reginald Maudling, replying to 
the toast on behalf of the guests, said 
that he would—wouldn’t he?—be out 
of order if he repeated the definition of 
his friend the former Mr. Oliver Lyttle- 
ton, now Lord Chandos, that the golden 
rule of business was to remember that 
an asset was anything an accountant 
could be found to certify. 


As Minister of Supply, said Mr. 
Maudling, he asked himself two main 
questions. Could the methods and the 
system of Government buying be im- 
proved? And could the volume of 
Government purchases be cut down? 
In reply to the first question, he was 
convinced that competitive tendering 
was the best way of buying by the 
Government, but for some very impor- 
tant types of purchases it was unfortu- 
nately not a practicable way. The diffi- 
culty was that a firm competitive price, 
to be effective, would have to be fixed 
early in the negotiations. But the com- 
plex and fast changing nature of air- 
craft and other defence equipment of the 
modern age made it impossible to agree 
a firm price in the early stages, for no 
one could foretell costs sufficiently 
accurately. Thus they were forced to the 
next best thing which, in his estimation, 
was a cost basis plus a percentage on 
capital employed. 

Could they economise on expenditure 
for defence production and research? 
It must be remembered that modern 
weapons were extremely complex—even 
compared with those of ten years ago— 
and therefore very costly. The conven- 
tional weapons were passing away and 
highly elaborate weapons were taking 
their place. Speeding up the pace of de- 
velopment and production for defence, 
essential in present conditions, meant 
paying the price. 

There could be large economies on 
the social services, continued the 
Minister, only if the nation was pre- 
pared to suffer a far-reaching change of 
policy on them. 

The fundamental problem was that 
the country was facing a new problem in 
economics, to cope with which it had not 
yet perfected the techniques. With 
inadequate gold and dollar reserves the 
claims of the balance of payments were 
opposed to those of full employment. To 
preserve both was to steer a narrow 
middle course between deflation and in- 
flation—a new requirement of economic 
statesmanship. 

Yet despite all he had said, concluded 
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the Minister, the more that responsible 
people like Incorporated Accountants 
pressed the Government to economise, 
the more economies would be achieved. 


Recruitment 


THE WEST OF England District Society of 
Incorporated Accountants held its bi- 
ennial dinner at Fortt’s Restaurant, 
Bath, on November 17. The President, 
Mr. F. P. L. Roberts, F.S.A.A., was in the 
chair, and the guests included the 
Mayor and Mayoress of Bath (Coun- 
cillor and Mrs. A. N. Dix); Mr. Ted 
Leather (Member of Parliament for 
North Somerset); Mr. Bertram Nelson, 
F.S.A.A., J.P. (President of the Society 
of Incorporated Accountants), Mr. 
Hugh O. Johnson, F.s.A.A., and Mr. H. 
L. Layton, M.S.M., F.C.A., F.S.A.A. (mem- 
bers of the Council), and Mr. I. A, F. 
Craig (secretary); Professor D. Solo- 
mons, B.COM., A.C.A. (Professor of 
Accounting in the University of Bristol); 
Mr. N. J. L. Brown, A.s.A.A. (President 
of Bristol Incorporated Chamber of 
Commerce and Shipping); and other 
representatives of civic, professional and 
commercial life in the area. 

Mr. N. J. L. Brown, A.s.A.A. (Presi- 
dent of the Bristol Incorporated Cham- 
ber of Commerce and Shipping), pro- 
posing the toast of the City of Bath, 
spoke of Bath as famous for culture and 
hospitality. Three sons of Bath—Mr. 
Ivor Ray, Councillor Ronald Emmer- 
son and Mr. Hugh Johnson—had 
given unstinting service to the profes- 
sion and were among many Incorpor- 
ated Accountants taking a full part in 
contemporary affairs. 

The Mayor of Bath (Councillor A. N. 
Dix), in a brief response, remarked that 
it was a notable occasion, as it was the 
first time the District Society had come 
to Bath for its biennial dinner. A lot was 
said about living in a machine age, but 
he was sure business men would never 
be able to do without accountants. They 
were the only people who understood 
income tax. 

Mr. Ted Leather, M.P., proposed the 
toast of the Society of Incorporated 
Accountants. He spoke of the high 
standards of the accountancy profession 
and of the esteem in which accountants 
were held in industry. Their services 
were extremely valuable. But the diffi- 
culties of running the economy of the 
country were a little more complex than 
running the economy of a business. 

Professional advisers had a big re- 
sponsibility, not only to see that the 
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balance sheet added up right but to see 
that what was on the balance sheet added 
up to meeting the social and economic 
needs of the country. He believed that 
nowadays the general standards of busi- 
ness morality were high and that most 
business men had a sense of public duty. 
Making profits was not the only object 
of running a business. It was a perfectly 
proper and moral one, but everyone 
was under an obligation to think seri- 
ously about the growing pains which 
both country and industry were under- 
going. 

Business men, citizens, voters and 
taxpayers must make up their minds 
whether they wanted to conquer the 
modern economic disease known as in- 
flation. If they did, they had to face up 
to the consequences even if they were 
unpleasant. Either the measures advo- 
cated by the present Government should 
be supported or better ones should be 
suggested. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants), 
responding to the toast, suggested that 
the rapid growth of the accountancy pro- 
fession in the last fifty years had been 
due to three factors. The work of the 
accountant was, on the whole, interest- 
ing and useful. Many types of abilities 
could be used in the profession, and it 
had been found that the particular form 
of training of a professional accountant 
fitted him for many types of work, not 
only in professional practice but in ad- 
ministration generally. The profession 
was hard-working, and in the past the 
rewards (financial and otherwise) of 
hard work had compared not unfavour- 
ably with those of comparable occupa- 
tions, bearing in mind that the cost of 
qualifying had not been so high as to 
debar suitable candidates. Mr. Nelson 
asked whether these three factors alone 
would ensure that the profession would 
continue to grow in numbers and in 
Status. 

There were, perhaps, three new factors 
to be considered. Firstly, the whole 
wages structure of the country was in a 
very untidy state. Boys and girls (and 
their parents) were often attracted by 
jobs with high starting salaries but with 
indifferent prospects. The review of the 
whole wages structure of the country, 
with better differentials for skill, was an 
urgent need, but the accountancy pro- 
fession could not afford to pay higher 
salaries unless fees were increased. 
Secondly, it must be recognised that a 
higher proportion of eligible candidates 
for the profession were going to the uni- 
versities. The profession must increasing- 
ly recruit graduates if it was to get its 


essential quota of good minds. The uni- 
versities scheme for the education of 
accountancy candidates was not a fad; 
it was a practical recognition of the need 
for closer contacts between the profes- 
sions and the universities in relation 
both to recruitment and to research. 
Thirdly, because of a low birth rate 
sixteen years ago, there was a shortage 
of entrants now—a shortage which 
would become less acute four years 
hence. It was important that the profes- 
sion should look after its candidates so 
that they were properly trained and edu- 
cated and so that they did not leave the 
profession before qualifying. 


The Volunteer 


THE INCORPORATED ACCOUNTANTS Dis- 
trict Society of Devon and Cornwall held 
a dinner at the Grand Hotel, Plymouth, 
on November 18. Mr. F. R. Balme, 
President of the District Society, was in 
the chair, and the company included the 
Deputy Lord Mayor of Plymouth 
(Councillor P. D. Pascho, F.s.A.A., 
Honorary Secretary of the District 
Society); Mr. Bertram Nelson, F.S.A.A., 
J.P. (President of the Society of Incor- 
porated Accountants) and Mr. I. A. F. 
Craig (Secretary); Mr. E. T. Griffiths, 
B.A. (President of the Association of 
Inspectors of Taxes); Mr. L. Barford 
(H.M. Principal Inspector of Taxes); 
Mr. A. E. Stedman (President of the 
Plymouth Law Society); and represen- 
tatives of other professional bodies. 

Mr. J. A. Isaac, Vice-President of the 
District Society, proposing the toast of 
the City of Plymouth, referred to the 
great history of the city. Wherever 
England had shown greatness, Ply- 
mouth had played no small part. He 
had heard the people of Plymouth called 
“dour,” “quiet” and “obstinate,” but 
these were valuable attributes in a 
city which had tackled the job of recon- 
struction in the way that Plymouth 
had done. If the problem of a Tamar 
road bridge could be tackled with the 
same spirit as the reconstruction of 
Plymouth, there would soon be a 
bridge across the river between Devon 
and Cornwall. 

Mr. Isaac observed that the dinner 
was probably a unique occasion, as the 
principal guest, the Deputy Lord 
Mayor of Plymouth, was Mr. P. D. 
Pascho, their Honorary Secretary for 
the last twenty-one years. 

Mr. P. D. Pascho, F.s.A.A., Deputy 
Lord Mayor of Plymouth, thanked Mr. 
Isaac for his kind references. Twenty- 
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one years as secretary had meant a lot 
of work, but it had not been without its 
rewards. 

The citizens of Plymouth were proud 
of the work that they had done in recon- 
struction, and future generations would 
be grateful for the speed with which it 
was carried out. 

Incorporated Accountants had paid a 
great part in the life of the city, and 
had contributed to the respect in which 
accountants were held. 

It would be invidious to mention all of 
their names, but there were two he 
would like to recall: “Bill” Ching, the 
first President and the man who was 
responsible for the formation of the 
District Society, and his own late partner 
and the first treasurer, Mr. S. H. 
Roberts. They left behind them a repu- 
tation which those present were holding 
in trust. 

Amid applause, Mr. F. R. Balme pre- 
sented Mr. Pascho with a gold watch 
which had been subscribed for by 
members of the District Society to mark 
his twenty-one years as Honorary 
Secretary and his year of office as 
Deputy Lord Mayor. Mr Balme said 
that during his years as Secretary, Mr. 
Pascho had been a “guide, philosopher 
and friend” to all the Presidents. Mr. 
Pascho was also a busy member of the 
Plymouth City Council, where his 
knowledge of finance was highly valued. 

Mr. Pascho expressed his thanks for 
the gift. 

Mr. E. T. Griffiths (President of the 
Association of Inspectors of Taxes), in 
proposing the toast of the Society of 
Incorporated Accountants, said that 
Incorporated Accountants carried after 
their names not only a list of their 
qualifications but something more. 
There was a standard of work which was 
indicative of that which had to be main- 
tained if the present standard of com- 
merce in this country was to be kept on 
its high pinnacle. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants), 
in reply, congratulated the Devon and 
Cornwall Society on the attainment of its 
twenty-first anniversary and expressed 
the thanks of the Council to Mr. Pascho 
for his untiring and successful work as 
Honorary Secretary. The progress and 
status of professional bodies such as the 
Society depended on voluntary work. It 
might well be that the essential ingre- 
dient of what was somewhat pompously 
called “The British Way of Life” was 
voluntary work in civic affairs, on public 
boards, on the magisterial bench, in 
church and club work and in many other 
types of service. There were certain 
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threats to the voluntary principle. The 
most serious was pressure of other work: 
a partial remedy might be found if 
employers, particularly large em- 
ployers, could make it possible for able 
members of their staffs to have reason- 
able time for voluntary work. The 
powers of voluntary bodies had been 
reduced in recent years by transfer of 
authority to London. The atmosphere 
of voluntary work had partially changed 
and in some respects was more acri- 
monious. The motto of the Merchant 
Tailors’ Company, “Concordia parvae 
res crescunt” recorded the importance 
of recognising that all voluntary work 
was ultimately a labour of love. And, 
finally, too few were engaged in the 
work. Those who were active in the 
affairs of the Society had often com- 
menced their interest because of some 
accident—perhaps because they were 
made welcome at the first meeting they 
attended. It was important that every 
voluntary body should take special care 
of its recruitment. 

The toast of the guests was proposed 
by Mr. F. R. Balme, and the response 
was by Mr. L. Barford, H.M. Principal 
Inspector of Taxes. 


Profits 


A DINNER WAS held by the Incorporated 
Accountants’ District Society of Sussex 
in the banqueting room of the Royal 
Pavilion at Brighton on November 25. 
The President (Mr. R. C. Methold, 
F.C.A., F.S.A.A.) presided over a large 
gathering, which included Sir John 
Braithwaite (Chairman of the Council 
of the Stock Exchange, London); Mr. 
Bertram Nelson, F.s.A.A., J.P. (President 
of the Society of Incorporated Ac- 
countants); Alderman E. Simms (repre- 
senting the Mayor of Brighton); Alder- 
man H. J. Brackley (Deputy Mayor of 
Worthing); Major F. J. Stratton, c.B.E. 
(Chairman of Upsons Ltd.); Mr. W. E. 
Lovesy; and representatives of other 
professional bodies and of the Inland 
Revenue. 

Speeches were delivered by candle- 
light. 

Sir John Braithwaite (Chairman of 
Council of the Stock Exchange) pro- 
posed the toast “The Society of Incor- 
porated Accountants and the Account- 
ancy Profession.”’ Accountancy as a for- 
mal profession, he said, did not go far 
back in our history, but its roots went 
deep. It was bound up with and indis- 
pensable to the business, industrial, 
commercial and financial life of the 


community. 

It was essential that the City of 
London and all its work—banking, in- 
surance, the Stock Exchange, the Baltic 
Exchange, the commodity exchanges, 
and the accountancy and legal pro- 
fessions—all these and their composite 
whole should be much more widely 
understood and appreciated than they 
were. 

We were living now in a new age that 
desired to probe and test all the institu- 
tions and the traditions and customs that 
were taken for granted and went un- 
questioned in the Victorian and Edward- 
ian eras. It was right and healthy that 
this should be so, for it showed a spirit 
that would lend a new strength to our 
institutions and our way of life if we 
could make clear and easy to be under- 
stood the great wheel and circle of our 
finance and industry, embracing as it did 
the lives and the fortunes of all. 

It was a difficult objective to attain. To 
take one example, a matter upon which 
accountants could be of the very greatest 
assistance: how much would be gained 
if a common understanding could be 
reached and established on what profits 
were—what was their nature, how they 
were produced, what were the principles 
of accountancy which governed their 
calculation, what was their proper use 
and purpose—and if statistics of profits 
could be established so that they would 
be generally accepted. That would not, 
of course, put an end to discussion and 
argument about profits, but it ought to 
end the continual and often embittered 
arguments about the nature and the 
statistical facts of profits. Terms such as 
gross profits, net profits, distributable 
profits, available profits, should always 
mean the same thing wherever they were 
found. Similarly with statistics: the mass 
of them now was so great that the way- 
faring man, though far from being a 
fool, might well err. 

It would be an immense gain if it were 
possible to establish a common and 
accepted basis of fact on personal and 
corporate incomes, wages and salaries, 
dividends, profits, the incidence of 
taxation, and the relation of these things 
to the cost of living statistics. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants), 
responding to the toast, supported the 
views expressed by Sir John Braithwaite 
on the desirability of an agreed termin- 
ology in relation to profits, a terminology 
accepted by the Stock Exchange, the 
legal and accountancy professions, and, 
if possible, economists and Government 
Statisticians. Accountants should never 
forget that their accounts were intended 
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for laymen, and there was still need for 
much improvement in methods of 
presentation. Profits would not be 
accurately computed until much more 
work was done on stock valuation 
methods, perhaps on the lines so cogent- 
ly set out in the Report of the Royal 
Commission on the Taxation of Income. 
The profession was weary of the subject 
of replacement costs, but continuing in- 
flation might force a return to this sub- 
ject, the importance of which became 
apparent whenever company amal- 
gamations were being discussed. Mr. 
Nelson suggested that it might be 
possible for agreement to be reached if 
there could be a new approach on the 
lines that depreciation should continue 
to be written off fixed assets on the basis 
of known historical cost and that, in 
addition, there should be a separate 
setting-apart in relation to replacement 
costs. The debate on the relative merits 
of historical costs and replacement costs 
led nowhere. If it could be agreed that 
both systems had their merits, discussion 
could then be directed to methods of 
evaluating the replacment cost setting- 
aside. 

There were special reasons why it was 
desirable that the true distributable 
profit should be clearly stated. There was 
public interest in the subject of “reason- 
able” profits and “reasonable” divi- 
dends. Experience with the capital- 
employed theory, still used by Govern- 
ment Departments and still pernicious, 
had shown how difficult it was to define 
a reasonable profit. Sir Lionel Heald had 
recently, in the House of Commons, 
pointed out that “there are three deci- 
sions on the record in the United States 
relating to traders who were held to have 
committed offences against the Sherman 
Act. The first man sold his goods at a 
higher price than another. He was held 
to be guilty of profiteering and, there- 
fore, guilty of an offence against the 
Sherman Act. The second sold his goods 
at a lower price than another. He was 
held to be guilty of unfair competition, 
and of offending against the same Sec- 
tion of the Act. The third man sold his 
goods at the same price, and he was held 
to be guilty of being a party to an agree- 
ment in restraint of trade.” 

It was still true that if there were two 
concerns, one efficient and showing 
high profits and the other inefficient and 
showing a loss, it was the first which was 
rendering the greater service. There was 
nothing immoral about profits, which 
were necessary for the continuance of 
any business, The reasonableness of 
profits could not be judged alone—it 
was necessary to ask also such questions 
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as: Are prices falling? Is there increased 
efficiency? Are wages and conditions of 
work improving? 

The toast of ““Our Guests” was pro- 
posed by Mr. P. G. Barnett, A.s.A.A., 
and acknowledged by Major F. J. 
Stratton, c.B.£. (Chairman of the Dolcis 
Shoe Company), who described ac- 
countancy as “a mass of incompre- 
hensible things.” 

Mr. W. E. Lovesy proposed the toast 
of “The Incorporated Accountants’ 
District Society of Sussex.”” He expressed 
the hope that this young and virile 
society might go from strength to 
strength and long continue to uphold the 
ethics of the profession. 

Mr. R. C. Methold, in reply, expressed 
the indebtedness of the District Society 
to its honorary secretary (Mr. A. G. Lee, 
D.S.O., F.S.A.A.) and honorary treasurer 
(Mr. H.S. Sanders, F.s.A.A.). 


Council Meeting 


NOVEMBER 29, 1955 

Present: Mr. Bertram Nelson (President), 
Mr. F. V. Arnold, Mr. Edward Baldry, Mr. C. 
Percy Barrowcliff, Mr. R. Wilson Bartlett, 
Mr. Robert Bell, Mr. C. V. Best, Mr. A. 
Blackburn, Professor F. Sewell Bray, Mr. 
A. Brodie, Mr. Henry Brown, Mr. W. F. 
Edwards, Mr. E. Cassleton Elliott, Mr. J. 
S. Heaton, Mr. J. A. Jackson, Mr. Hugh O. 
Johnson, Mr. H. L. Layton, Mr. C. Yates 
Lloyd, Mr. W. H. Marsden, Mr. Festus 
Moffat, Mr. S. L. Pleasance, Mr. F. E. 
Price, Mr. F. A. Prior, Miss P. E. M. 
Ridgway, Mr. P. G. S. Ritchie, Mr. R. E. 
Starkie, Mr. J. Stephenson, Mr. Percy 
Toothill and Mr. Richard A. Witty. 


Reports of Committees 

Reports were received of recent meetings of 
the Finance and General Purposes, Applica- 
tions, Company Law and Practice, and 
Disciplinary Committees, and of the 
ACCOUNTANCY Editorial Conference. 


Annual General Meeting, 1956 

It was decided that the annual general meet- 
ing of the Society be held on Wednesday, 
May 16, 1956, and the Conference of 
Branches and District Societies on May 17. 


Membership 

The Council approved applications for 
admission to membership of the Society, 
for advancement to Fellowship, and for 
registration as members in retirement. 


Bankruptcy Law Amendment 

It was reported that the Society had been 
invited to submit evidence to the Bank- 
ruptcy Law Amendment Committee ap- 
pointed by the Board of Trade. 


Resignation 
A report was received of the resignation 
from January 1, 1956, of the following 
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member: WILSON, Thomas Linton (Fellow) 
Southport. 


Deaths 

The Council received with regret a report of 
the death of each of the following members: 
BADDIEL, Benjamin (Associate) Swansea; 
Harpy, Lionel (Associate) London; LEE, 
Henry, D.c.M. (Associate) Bradford; 
MasHAM, William George Clabon (Asso- 
ciate) Wendover; PLUNKETT, Pelham Arthur 
Stanley (Fellow) Dublin; SkINNER, John 
Elgar (Fellow) Sheffield; SHarp, William 
Ros (Fellow) Twickenham; STEwarT, John 
(Fellow) Grangemouth. 


Events of the Month 


January 2.—Hull: Luncheon meeting. New 
Manchester Hotel, at 12.50 p.m. 


January 3.—Bournemouth: ‘Economic 
Problems,” by Mr. A. R. Ilersic, M.sc. 
(ECON.), B.COM. 


January 4.—Colchester: “Tax Computa- 
tions,” by Mr. L. A. Hall, A.c.A., A.S.A.A. 
The Joscelin Café, High Street, at 7 p.m. 
Southampton: “Economic Problems,” by 
Mr. A. R. Ilersic, M.sc. (ECON.), B.COM. 
Polygon Hotel, at 6.30 p.m. 


January 5.—Hull: “Company Liquida- 
tions,” by Mr. A. V. Hussey, F.S.A.A. 
Students’ meeting. Church Institute, Albion 
Street, at 6.15 p.m. 

Portsmouth: *‘Economic Problems,”’ by Mr. 
A. R. Ilersic, M.SCc.(ECON.), B.COM. Gas 
Undertaking Conference Room, Guildhall 
Square, at 6.15 p.m. 


January 6.—Birmingham: “That there is no 
room for the hangman in a modern com- 
munity.”’ Debate with the students of the 
Association of Certified and Corporate 
Accountants. Law Library, Temple Street, 
at 6.15 p.m. 

Leeds: Dinner Dance, Queen’s Hotel. 
Leicester: *“‘Modern Trends in Auditing,” 
by Mr. J. Perfect, F.c.a. Students’ meeting. 
Victoria Hotel, Granby Street, at 6 p.m. 
Manchester: “Taxation,” by Mr. N. D. B. 
Robinson, M.B.E., A.S.A.A. Students’ meeting. 
Incorporated Accountants’ Hall, 90 Deans- 
gate, at 6 p.m. 


January 9.—Coventry: Debate with Cov- 
entry Chartered Students. 

London: “‘Reconstructions and Amalgama- 
tions” by Mr. P. E. Harris, A.s.A.A. Students’ 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


January 10.—Dublin: ‘Preparation . of 
Income Tax Computations including Sch. 
D. Case III,”” by Mr. G. L. M. Wheeler, 
F.C.A., A.C.LS. Students’ Meeting. Jury’s 
Hotel, College Green, at 6.15 p.m. 

Dudley: “‘Maintenance Claims and Excess 
Rents Assessments,” by Mr. W. H. A. 
Sutton. The Dudley and Staffordshire 
Technical College, The Broadway, at 7.0 
p.m. 

Leeds: Joint meeting with the Inspector of 
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Taxes Association. Great Northern Hotel, 
at 6.15 p.m. 


January 11.—London: Taxation group 
meeting. Incorporated Accountants’ Hall, 
W.C.2., at 6 p.m. 

Newcastle upon Tyne: ‘“‘Current Economic 
Problems,” by Mr. H. G. Hodder, Manager 
of Intelligence Department, National Pro- 
vincial Bank, London. Library, 52 Grainger 
Street, at 6.15 p.m. 


January 12.—Coventry: Informal visit of 
the President of the Society of Incor- 
porated Accountants, Mr. Bertram Nelson, 
F.S.A.A., J.P. Leofric Hotel, at 6.30 p.m. 
Middlesbrough: *‘Current Economic Prob- 
lems,”’ by Mr. H. G. Hodder, Manager of 
Intelligence Department, National Pro- 
vincial Bank, London. Café Royal, Lin- 
thorpe Road, at 6.30 p.m. 

Wolverhampton: ‘Form and Contents of 
Published Accounts,” by Mr. R. Glynne 
Williams, F.c.A., F.T.11. The Star and 
Garter Hotel, at 6.15 p.m. 


January 13.—Birmingham: Film show by 
Powers-Samas Accounting Machines 
(Sales) Ltd. Law Library, Temple Street, at 
6.15 p.m. 

Bristol: “Trust Accounts,” by Mr. J. 
Linahan, A.s.A.A. Royal Hotel, College 
Green, at 6.30 p.m. 

Manchester: *“‘Economics,” by Mr. David 
Walker, M.A. Students’ meeting. Incor- 
porated Accountants’ Hall, 90 Deansgate, 
at 6 p.m. 

Norwich: Lecturettes by members and 
student members of the East Anglian 
District Society. Royal Hotel, at 7 p.m. 
Sheffield: ‘Fire, Life and Accident Insur- 
ance” by Mr. J. Hopper, A.c.1.1. Students’ 
meeting. Grand Hotel, at 5.30 p.m. 


January 16.—Coventry: ‘““Machine Ac- 
counting,” by a member of the staff of 
Powers-Samas Accounting Machines Ltd. 
Pearson Hall, Y.M.C.A., The Quadrant, at 
6.15 p.m. 

London: “Compositions with Creditors,” 
by Mr. P. J. Ash, M.A., Barrister-at-Law. 
Students’ meeting. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 


January 18.— Newcastle upon Tyne: “Rights 
and Duties of a Liquidator,” by Mr. R. D. 
Penfold, Barrister-at-Law. Library, 52 
Grainger Street, at 6.15 p.m. 


January 19.—Cambridge: Visit to factory of 
Chivers & Sons Ltd., Histon, at 2.30 p.m. 
“Costing,” by a member of the staff of 
Chivers & Sons Ltd., at 7 p.m. 

Carlisle: ““Rights and Duties of a Liqui- 
dator,”’ by Mr. R. D. Penfold, Barrister at 
Law. County Hotel, at 6.30 p.m. 
Nottingham: Mock shareholders’ meeting. 
The Reform Club, Victoria Street, at 6.30 
p.m. 


January 20.—Birmingham: “‘The Work and 
Effects of the Budget,” by Mr. D. C. 
Hague, M.com. Joint meeting. The Chamber 
of Commerce, New Street, at 6.30 p.m. 

Brighton: ‘‘The liability of Auditors,” by 
Mr. A. E. Langton, LL.B., F.C.A., F.S.A.A. 
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F.C.A., F.S.A.A. Students’ meeting. Incorpora- London, Manchester, Newcastle-upon- 


Students’ meeting. Clarence Hotel, North 
Street, at 5 p.m. 

Hull: Students’ ten minute papers. Church 
Institute, Albion Street, at 6.15 p.m. 
Manchester: “Economics,” by Mr. David 
Walker, M.A. Students’ meeting. Incor- 
porated Accountants’ Hall, 90 Deansgate, 
at 6 p.m. 

Swansea: “‘Basis of Assessment for Income 
Tax purposes,” by Mr. J. Silver, A.s.A.A., 
A.A.C.C.A. Students’ meeting. Central Pub- 
lic Library, Alexandra Road, at 6.45 p.m. 
Worcester: “Demonstration of a Tax 
Computation,” by Mr. L. A. Hall, A.c.a., 
A.S.A.A. Crown Hotel, Broad Street, at 
6.30 p.m. 


January 23.—London: “Costing in Relation 
to Stores,” by Mr. Frank C. Auliffe, 
A.C.LS., A.C.W.A., A.M.LLA. (Lecture sup- 
ported by film strip). Students’ meeting. 
incorporated Accountants’ Hall, W.C.2, 
at 6 p.m. 


January 24.— Dublin: Debate with Dublin 
Chartered students. Students’ meeting. 
Jury’s Hotel, College Green, at 6.15 p.m. 


January 25.—Belfast: Lecture by Mr. V. S. 
Hockley, B.coM., C.A. Kensington Hotel, 
College Square East, at 1 p.m. 

Belfast: “‘Taxation,” by Mr. V. S. Hockley, 
B.COM., C.A. Students’ meeting. 13 Donegall 
Square West, at 7 p.m. 

Bradford: *‘Terminal Losses,” by Mr. J. S. 
Heaton, F.s.A.A. Liberal Club, Bank Street, 
at 6.15 p.m. 

Liverpool: Mock income tax appeal. Joint 
meeting with the Association of Inspectors 
of Taxes.. Incorporated Accountants’ Hall, 
25 Fenwick Street, at 5.30 p.m. 

London: Management group meeting. In- 
corporated Accountants’ Hall, W.C.2, at 
6 p.m. 

Shrewsbury: “Problems in Executorship 
Accounts,” by Mr. R. Glynne Williams, 
F.C.A., F.T.LI. Raven Hotel, at 6.30 p.m. 


January 26.—Bristol: ‘‘Taxation: Exam- 
ination Difficulties,” by Mr. H. A. R. J. 
Wilson, F.C.A., F.S.A.A. Royal Hotel, College 
Green, at 6.30 p.m. 

Cardiff: “Stock Control and Audit,” by 
Mr. C. C. Magee, B.coM., F.c.A. Students’ 
meeting. Park Hotel, at 5.30 p.m. 


January 27.—Birmingham: ‘Powers of 
Trustees,” by Mr. C. L. Lawton, LL.o., 
m.sc. Law Library, Temple Street, at 6.15 
p.m. 

Leicester: *“‘Figures at work.”’ A film pre- 
sented by British Tabulating Machine Co. 
Ltd. Students’ meeting. British United 
Shoe Machinery Co. Ltd., Belgrave Road, 
at 2.30 p.m. 

Manchester: ““Economics,” by Mr. David 
Walker, M.A. Students’ meeting. Incor- 
porated Accountants’ Hall, 90 Deansgate, 
at 6 p.m. 


January 30.—Coventry: “Current Econ- 


omic Problems,”’ by Dr. D. L. Lees. Pear- 
son Hall, Y.M.C.A., The Quadrant, at 
6.15 p.m. 

London: “The Form of Company Ac- 
counts,” 


by Mr. A. E. Langton, L1.p., 


ted Accountants’ Hall, W.C.2, at 6 p.m. 
Luton: “Profits Tax,” by Mr. K. S. Car- 
michael, Aa.c.A. Students’ meeting. George 
Hotel, at 6.15 p.m. 


January 31.— Dublin: *‘Commercial Law,” 
by Mr. Liam D. McGonagle, B.A. Students’ 
meeting. Jury’s Hotel, College Green, at 
6.15 p.m. 


February 1.—Ipswich: *‘Costing,” by Mr. 
S. C. F. Pinhorn, B.comM., A.s.A.A. Gem 
Restaurant, Upper Brook Street, at 7 p.m. 


February 2.—Birmingham: Students’ dance. 
St. John’s Restaurant, Deritend, at 8 p.m. 


February 3.—Birmingham: “Tax Compu- 
tations,” by Mr. L. A. Hall, a.c.A., A.S.A.A. 
Law Library, Temple Street, at 6.15 p.m. 
Gloucester: “Branch Accounts,” by Mr. R. 
Glynne Williams, F.cC.A., F.T.L1. The 
Gloucester Technical College, Brunswick 
Road, at 6.30 p.m. 

London: Dinner dance. Hyde Park Hotel. 
Manchester: *“*Executorship Accounts,” by 
Mr. J. Linahan, A.s.A.A. Students’ meeting. 
Incorporated Accountants’ Hall, 90 Deans- 
gate, at 6 p.m. 

Swansea: “Estate Duty Valuation and the 
Family Company,” by Mr. E. L. Fair- 
weather, LL.B. Mackworth Hotel, at 6.45 
p.m. 


February 6.— Hull: Luncheon meeting. New 
Manchester Hotel, at 12.50 p.m. 

London: “Financing and Re-Financing a 
Company,” by Mr. Francis Whitmore. 
Incorporated Accountants’ Hall, W.C.2, 
at 6 p.m. 


February 7.—Carlisle: ““General Costing,” 
by Mr. J. C. Mulford, Chief Accountant, 
Metal Box Co. Ltd. London County 
Hotel, at 7 p.m. 

Dublin: “Bankruptcy and Liquidations,” by 
Mr. E. D. Reynolds, a.c.a. Students’ 
meeting. Jury’s Hotel, College Green, at 
6.15 p.m. 

Leeds: ‘‘Mechanised Accounting.”’ Lecture 
and Demonstration by the National Cash 
Register Co. Ltd. Great Northern Hotel, at 
6.15 p.m. 

Middlesborough: ** Auditing Technique,” by 
Mr. W. W. Bigg, F.C.A., F.S.A.A. Café 
Royal, Linthorpe Road, at 6.30 p.m. 
Sheffield: “The Working of the Industrial 
and Commercial Finance Corporation Ltd,” 
by Mr. G. M. D. Drummond, Northern 
Area Manager, I.C.F.C. Grand Hotel, at 
5.45 p.m. 


Examinations—May, 1956 


THE SOCIETY'S EXAMINATIONS will be held on 
the following dates: 


Preliminary: May 8 and 9, 1956 
Intermediate: May 10 and 11, 1956 
Final: PartI May 8 and 9, 1956 
Final: Part Il May 10 and 11, 1956 


The centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 


Tyne and Southampton. 

Completed application forms, together 
with all the relevant supporting documents 
and the fee (Final, Part I, £4 4s.; Part II, 
£4 4s.; Parts I and II together, £7 7s.; 
Intermediate £4 4s.; Preliminary, £3 3s.) 
must reach the Secretary at Incorporated 
Accountants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, not later 
than March 20, 1956. 

Candidates are asked to obtain applica- 
tion forms from the Honorary Secretary of 
their Branch or District Society. 


District Societies 


London Students’ Society 

IN ORDER TO fulfil rugby football fixtures 
which are being arranged, more players are 
needed urgently. Members who play this 
game and have not already sent their names 
to the secretary are asked to do so as soon as 


possible. 
Manchester 


MR. FRANK O. WILSON, F.S.A.A., iS now 
President of the Incorporated Accountants’ 
Society of Manchester and District. He 
qualified as an Incorporated Accountant in 
1921, and is principal of Messrs. Wilson, 
Martin & Co., Manchester, and a director 
of several companies. 

Mr. Wilson is keenly interested in trade 
organisations and in the friendly society 
movement. He has raised considerable sums 
of money in the national savings campaigns. 

He served for a time as a member of the 
Manchester Education Committee and of 
several of its sub-committees, and has been 
a governor of the College of Technology 
and of the College of Commerce. 

The Y.M.C.A. movement has received 
his active support, which has been instru- 
mental in raising funds for hostels in 
Manchester. 

Mr. Wilson’s services to the Boy Scout 
movement have been recognised by the 
award of the Medal of Merit of the Boy 
Scouts’ Association. 


Membership 


THE FOLLOWING PROMOTIONS in, and addi- 
tions to, the membership of the Society have 
been completed during the period Septem- 
ber 3 to December 2, 1955. 


Associates to Fellows 

Baines, John Vincent (Sherwood, Baines 
& Co.), Stockton-on-Tees. BARCLAY, Henry 
George (De Klerk & Barclay), Pretoria. 
BurGess, Walter Samuel (White & Pawiey), 
Plymouth. Caspourn, Frederick Henry 
Charles (White & Pawley), Plymouth. 
CLaRKE, John Edward Kenyon (Viney, 
Price & Goodyear), London. CLOONAN, 
Stephen Augustine, Tullamore. COoLLINns, 
Hugh Leslie (Richardson, McEvilly & Reid). 
Johannesburg. Coppock, John Fdward, 
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Carlisle. Courtney, Brian Arthur (John 
Courtney & Co.), Belfast. FARGHER, John 
Gelling (B. Sugden & Co.), Douglas, I.o.M. 
GeorGE, Cecil William (C. W. George & 
Co.), Dudley. Guymer, Robert (Parker, 
Edwards & Co.), Preston. HUNSWORTH, Fred 
Sheard, Exchequer & Audit Department, 
London. McEviILty, Basil Stewart Marius 
(Richardson, McEvilly & Reid), Johannes- 
burg. MAarGetts, John William (Peat, 
Marwick, Mitchell & Co.), London. Mort- 
LocK, Percy John (Elliott, Mortlock & Co.), 
Grays. PARSONAGE, Herbert (Walter Baird 
& Co.), Chester. RICHARDSON, Albert 
Leighton (C. W. George & Co.), Dudley. 
Rock, John Howard, Dudley. SHEEHAN, 
Maurice Noel (Maurice Sheehan & Co.), 
Dublin. Watson, David Abram (Pearse 
& Ryan), Johannesburg. Waite, Edmund 
Reay, Borough Treasurer, South Shields. 
Wise, Jocelyn Ruth (Clements, Hakim & 
Co.), London. 


Associates 


ARBEN, Alan William, with Moore, 
Stephens & Co., London. BANERJEE, Manas 
Kumar, formerly with G. Basu & Co., 
Calcutta. BARKER, Roger Thomas, with 
William H. C. Wayte, Loughborough. 
BesLey, John, with Poppleton & Appleby, 
Sheffield. BLUNDELL, James Brian, with 
Alfred G. Deacon & Co., Leicester. BREWER, 
Peter Raymond, with Deloitte, Plender, 
Griffiths & Co., Cardiff. BUNTING, John 
Neville, with G. K. Tucker & Wilson, 
Johannesburg. Cooney, Peter John, for- 
merly with Herbert Godkin & Co., Leicester. 
CosGrove, Hayden Arthur, with Firth, 
Parish & Clarke, Bradford. Cromie, Joseph 
Alexander, with Rawlinson, Allen & 
White, Belfast. CrossLey, William Oliver 
(Robert Archer & Co.), Manchester. CuRRIE, 
John, with Moores, Carson & Watson, 
Glasgow. Dyer-SmiITH, Robert Harold 
(Wrathall & Dyer-Smith), Bulawayo. Ep- 
warps, Alan Frank, formerly with Cooper 
Brothers & Co., London. FALDING, Gordon 
Wilson, with Beevers & Adgie, Leeds. 
FARRELL, John Patrick, with Wright, 
Fairbrother & Steel, London. FREEMAN, 
David Hawten, with J. E. P. Close & Co., 
Cape Town. Frost, Peter Bryant, Ministry 
of Housing and Local Government, Car- 
lisle. GARLICK, David William, with Hat- 
field, Dixon, Roberts, Wright & Co., 
London. GarsiDE, Roger George, with C. F. 
Ross, Leicester. Goopin, John George, with 
R. L. Tayler, Hounsfield & Co., London. 
GREEN, David Frank (Moores & Co.), 
Exeter. GREENWooD, George Crossley, with 
Hamilton, Pringle, Farrant & Co., Johan- 
nesburg. HALL, Philip Stuart, formerly with 
Richards, Russam & Co., Bradford. 
HAMPSON, Norman Eaves (William Eaves 
& Co.), Tyldesley. HicGins, Derek Leonard, 
with Deloitte, Plender, Griffiths & Co., 
London. HoL.tepGe, Donald Arthur, with 
Gray, Stainforth & Co., London. Hoy, 
Michael Neil, with Turquand, Youngs & 
Co., London. HuGues, John William War- 
leigh (Parker, Hughes & Co.), Bulawayo. 
Ivison, Kenneth, with Vaughan & Gregg, 
Manchester. Jacors, Joseph David, with 


Savory & Co., Johannesburg. JARRETT, 
Michael Andrew, with J. R. Watson & Co., 
Northampton. JENNINGS, John William, 
with Deloitte, Plender, Griffiths & Co., 
London. Lake, Frederick Leonard, Mini- 
stry of Housing & Local Government, 
Peterborough. Levy, Geoffrey Philip, with 
Edward Em. Sander & Co., London. Levy, 
Peter Maurice, with Dubois & Co., London. 
LINDECK, John Michael, with Allen, Baldry, 
Holman & Best, London. MACDONALD, 
Neil John, with Mitchell, Rodrigues & Co., 
London. McFaRLANE, Donald Dennis, with 
Smith & Williamson, London. MELIA, Jack, 
with William Harling, Blackpool. MILLs, 
Brian Alexander, with Batty & Co., London. 
Moate, David Walter, with Moate, Thorpe 
& Co., London. Murray, William Brown 
(Scot-Russell, Murray & Pugh), Bulawayo. 
Myers, Ronald Keith, with Gilchrist, Tash, 
Wilson & Sansom, Middlesbrough. O’CAL- 
LAGHAN, John, B.com., with T. J. Clifford, 
Cork. ParisH, Alexander Leonard Stephen, 
with Cooper Brothers & Co., London. 
Parsons, Colin- James, with D. E. Jenkins 
& Son, Neath. PHiLuies, Graham Maxwell, 
formerly with A. E. Limehouse & Co., Rugby. 
Potts, Reginald Wilfred, with Rickard & 
Co., London. Prince, Derrick Walter, with 
Deloitte, Plender, Griffiths & Co., London. 
QuetcH, Terry Ellis, with Wilkinson & 
Mellor, London. Rao, Velidindla, Hanu- 
mantha, with Citroen & Citroen, London. 
READ, Richard George, with Cooper 
Brothers & Co., London. RIALL, Raymond 
Joseph Patrick, formerly with Purtill & Co., 
Dublin. Rosrnson, Barry Alexander Cyril, 
with Martin, Farlow & Co., London. 
Scot-RusseL_, Wilfrid Eric (Scot-Russell, 
Murray & Pugh), Bulawayo. SILBuRN, Henry 
Charles, with Charles Hewitt & Co., 
Johannesburg. SMALLEY, Andrew Harwood 
(Baker & Co.), Leicester. SOUTHAM, Kenneth 
Hubter, with W. A. Browne & Co., London. 
STEVENSON, John (Greenwood, Poulton, 
Stevenson & Co.), Bulawayo. THOMPSON, 
Bernard, with Peat, Marwick, Mitchell & 
Co., Sheffield. VERLANDER, Ronald Vin- 
cent, with Bennett, Gazzard, Flynn & Co., 
London. WENBORN, Colin Michael, with 
Clements, Hakim & Co., London. WICKEN- 
DEN, Roland Bernard (Baker & Co.), 
Leicester. 


Personal Notes 


Mr. Frank Holland, a.s.A.A., has been 
appointed Comptroller of the London 
County Council in succession to Mr. Gor- 
don Miles, c.B.E., M.M., who retires on 
April 28. Mr. Holland has served in the 
Comptroller’s Department since 1920, and 
is at present Deputy Comptroller. 


Mr. F. Shutt, A.s.A.A., formerly assistant 
chief accountant, has been appointed Chief 
Accountant of Armstrong Siddeley Motors, 
Ltd. 

Mr. Michael Hughes, Incorporated Ac- 
countant, has commenced practice at 19 
Kildare Street, Dublin. 


1956 


Mr. R. H. L. Collett, A.s.a.a., has joined 
Mr. Bernard Smith, A.c.A., in partnership in 
the firm of Smith & Collett, Liverpool 
House, Penlan Street, Pwilheli, Caernarvon- 
shire. 


Mr. C. Goss, A.S.A.A., has taken into 
partnership Mr. R. Lubell, A.s.A.A. They are 
practising as Goss, Lubell & Co., Incor- 
porated Accountants, at 20 Charlotte 
Street, London, W.1. 


Mr. H. T. G. Stockwell, A.s.A.A., has 
been appointed Accountant to the Central 
Electricity Board, Federation of Malaya. 


The partnership of Messrs. John Vine, 
McMillan & Co., Incorporated Account- 
ants, has been dissolved. Mr. John W. Vine, 
A.C.A., A.S.A.A., is continuing to practise at 
Cavendish Chambers, 91 The Headrow, 
Leeds, 1. Mr. D. D. McMillan, A.s.A.A., is 
practising at 8 Eldon Terrace, Leeds, 2. 


Messrs. Holmes, Price & Co., Chartered 
Accountants, have acquired the practice of 
Mr. Harry C. King, Incorporated Account- 
ant, who has retired. The combined practice 
is being carried on as Holmes, Price & Co., 
at 21 Gildredge Road, Eastbourne. 


Messrs. Holmes, Price & Wells, Hailsham, 
announce the retirement of Mr. Reginald 
Wells. This practice also is being carried on 
under the firm name of Holmes, Price & Co. 


Removals 


Messrs. C. W. Elliott & Co., Incorporated 
Accountants, have removed to 74 Romsey 
Road, Shirley, Southampton. 


Messrs. Pexton & Co., Incorporated 
Accountants, announce a change of address 
to Salisbury Square House, Salisbury 
Square, Fleet Street, London, E.C.4. 


Messrs. Scott, Firth & Shaw, Incor- 
porated Accountants, have removed to 
Victoria Buildings, 12 Park Cross Street, 
Leeds, 1. 


Messrs. Westlake, Clark & Co., Incor- 
porated Accountants, have transferred their 
office to 5 King’s Park Road, Southampton. 


Obituary 


John Stewart 

WE RECORD WITH regret the death on 
November 10 of Mr. John Stewart, F.S.A.A., 
recently retired Town Chamberlain of 
Grangemouth, Scotland. Mr. Stewart, who 
was also a solicitor, became a member of 
the Society of Incorporated Accountants in 
1934. He was elected to the Council of the 
Scottish Branch in 1945 and was made a 
Vice-President of the Branch in 1950. Mr. 
Stewart took a considerable interest in 
Branch activities and applied himself 
diligently to the interests of members. He 
was also an Honorary Vice-President of the 
Incorporated Accountants’ Students’ 
Society of Glasgow. 
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Fifteen year pension, 

| tax free under present law 
| + 

A lump sum 


a 
Payment of any bonuses attaching 


_ Are you interested ? 

. then obtain a copy of a 
leaflet which explains how the 
“N.P.I.” POLICY can be of 
! benefit to you from:— 


NATIONAL PROVIDENT | 
INSTITUTION 


| FOR MUTUAL LIFE ASSURANCE 
— Established 1835 — 


48 GRACECHURCH STREET, LONDON, E.C.3 | 
| Telephone: MANsion House 1481 


For MUTUAL satisfaction 


FAMILY WELFARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 

AND OTHER OFFICIAL AND PRIVATE PERSONS 

INTERESTED IN THE MAKING AND EXECUTION 
OF 

LEGACIES AND CHARITABLE BEQUESTS 


lg 


* Free advice as to the status and financial 
position of charitable Organisations. 


* Information regarding Charities affected, and 
not affected by Act of Parliament. 


* Help and advice as to the needs of Charities 
for those making gifts or bequests. 


I 


FOR 86 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


FAMILY WELFARE ASSOCIATION 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.1I 


VICTORIA 7334 


O 
O 


INTEREST 


per annum 


ON PAID-UP SHARES 


(Income Tax paid by the Society) 


Equivalent to £5 4s. 4d. % subject to 
Income Tax at standard rate 


. 
Sums of £10 to £5,000 accepted 
. 
Easy withdrawal facilities 
. 


Interest payable half-yearly 
lst May and Ist November 


LEICESTER PERMANENT 


BUILDING SOCIETY 


RESERVES exceed 
£2,700,000 


ASSETS exceed 
£36, 100,000 


Head Office: WELFORD HOUSE, LEICESTER 
Telephone: 22264 (3 lines) 


London Office: FITZHERBERT HOUSE, 49 PARK LANE, W.1! 
Telephone: MAYfair 6021 (3 lines) 


BRANCHES THROUGHOUT THE COUNTRY 
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Classified Advertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 


Replies to Box Number advertisements should be addressed Box No.... 


, Clo ACCOUNTANCY, Incorporated Account- 


ants’ Hall, Temple Place, Victoria Embankment. London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS VACANT 


THE SOCIETY’S APPOINTMENTS REGISTER 
Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 
facilities provided by the Society’s Appointments 
Register. No fees are payable. All enquiries should be 
addressed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


WALES GAS BOARD 

CHIEF ACCOUNTANT’S DEPARTMENT— 

APPOINTMENT OF PENSIONS OFFICE 

Applications are invited for the above appointment: 
* : salary of £1,050 per annum. The post is pension- 
able. 

The selected candidate may be required to pass a 
medical examination. 

Candidates must have had experience of the 
management of pension schemes and preference will 
be given to those who have practical knowledge of the 
introduction and management of Gas Staff Pension 
Schemes. 

Applications, stating age, particulars of present and 
all previous appointments, together with the names of 
two referees, should reach the undersigned within 
three weeks of the appearance of this advertisement. 
2 Windsor Place, B. MAweR, 
Cardiff. Secretary. 

WANTED 

ONE CHIEF ACCOUNTANT—for Steel Rolling 
Mill—Must be member of Institute of Chartered 
Accountants of either England or Scotland, or of the 
Society of Incorporated Accountants. Should have at 
least five years accounting experience preferably in 
Steel Mills. Should be able to set up and operate an 
efficient system of cost accounts. 


so 
TWO CHIEF ACCOUNTANTS—for two Sugar 
Mills—Must be member of either Institute or Society 
named above. Should have at least five years account- 
ing experience preferably in Sugar Mills. Should be 
able to set up and operate an efficient system of cost 
accounts. 


Also 
ONE CHIEF ACCOUNTANT—for Jute Mill— 
Must be member of either Institute or Society named 
above. Should have at least five years accounting 
experience preferably in Jute Mills. Should be able to 
set up and operate an efficient system of cost accounts. 

A three year Contract in the first instance, renewable 
by mutual agreement. Terms are: salary £1,500 per 
year (will be increased for exceptionally qualified 
person), leave with full pay at 1/11 of the time spent 
on duty, round trip passage and free housing. Replies 
fully stating education, practical training, business 
experience, age, marital status and dependents should 
be sent to: Director-General, GOVERNMENT OF THE 
UNION OF BURMA, INDUSTRIAL DEVELOPMENT COR- 
PORATION, 53 Halpin Road, Rangoon, Union of 
Burma. 

The application should reach the above address not 
later than January 16, 1956. A copy of it should also 
be forwarded to the Embassy of the Union of Burma, 
~ Charles Street, Berkeley Square, London, W.1, 


A LEADING firm of Chartered Accountants have 
vacancies in their Birmingham office for young newly 
or partly qualified men. Box No. 314, c/o ACCOUN- 
TANCY. 


ACCOUNTANTS wanted by Canadian public utility 
company (Brazilian Traction, Light & Power Co. 
Ltd.) for service in BRAZIL. Candidates, preferably 
between the ages of 25 and 30, and single, must hold 
membership of one of the recognised bodies of pro- 
fessional accountants. Good salary, and home leave 
every 3 years on full salary with passage paid. Inter- 
ested parties should write for appointment to Mr. 
W. P. Kellett, Joint Manager, CANADIAN-BRAZILIAN 
= LimiteD, 148 Leadenhall Street, London, 


ACCOUNTANTS! AUDIT CLERKS! BOOK- 
KEEPERS! If you have the necessary experience we 
can find a BETTER position for you from dozens 
now on our books with no obligation to yourself. 
Phone or write: Ho_mes Bureau, 10 Queen Street, 
E.C.4, City 1978. 


ACCOUNTANTS with extensive practice in centre of 
Birmingham require two fully experienced Senior 
Audit Assistants. Good prospects and salaries. 
Pension Scheme. Reply stating age, experience and 

required. RuSSELL, Durie KERR, WATSON & Co., 
Lombard House, Gt. Charles Street, Birmingham 3. 


ACCOUNTANTS with knowledge of modern 
methods of financial and cost control in industry, in- 
cluding direct experience of standard costs, are 
offered interesting careers with Management Con- 
sultants. Age 33-45; Chartered, Incorporated, Certi- 
fied or C.W.A. Prepared to travel, including periods 
abroad if required. Substantial salary on appoint- 
ment; contributory pension scheme and other bene- 
fits after satisfactory probationary period. Write in 
confidence—age, education, training, experience 
(posts held and nature of responsibilities), earnings— 
to STEVENSON, JORDAN & N Ltp., 30 Windsor 
House, 46 Victoria Street, London, S.W.1. 


ACCOUNTANT/SECRETARY required by pro- 
ive firm of Agricultural Engineers in Surrey. 

ust have sound knowledge of Accountancy, able 
to take complete charge of office administration. 
Salary in accordance with qualifications. Apply 
Box No. 312, c/o ACCOUNTANCY. 


AN INCORPORATED ACCOUNTANT (not over 
30) interested in the installation of efficient methods is 
required by a large commercial organisation trading 
in West Africa. Applicants must have a creative out- 
look to their work. Opportunities are given for rapid 
advancement, and the commencing salary will be 
measured by the ability and experience of the appli- 
cant, but will be not less than £1,150 per annum. 
There is a contributory pension fund, and there are 
allowances for wife and children, in addition to which 
the company pays first-class fares to and from Africa 
for the whole family, and provides free furnished 
accommodation. Apply giving full particulars to Box 
No. 306, c/o ACCOUNTANCY. 


ASSISTANT TO CHIEF ACCOUNTANT 
GEORGETOWN, BRITISH GUIANA 


A qualified accountant, preferably with several 
years experience is required. Position offers 
opportunity, good salary, periodic home leave 
with passages paid. Personal effects transported 
at company expense. Write giving details to Box 
T.744, c/o Streets, 110 Old Broad Street, E.C.2. 


ASSISTANT ACCOUNTANT required by old 
established Company. Splendid opportunity and 
prospects for man with initiative. Five day week, 
pension scheme. Full details and salary required to 
Box No. 311, c/o ACCOUNTANCY. 


well known engineering company. Must be e¢ 
enced in standard costing techniques and ve 
knowledge of punched card accounting. Successful 
applicant will be responsible for the wages, costing 
and invoicing sections, and will be required to intro- 
duce punch card accounting into these sections. 
Salary offered £800 p.a. Box No. AW743, 10 Hertford 
Street, W.1. 


AUDIT CLERK, semi-senior, required by West End 
firm of Chartered Accountants. Salary according to 
age and experience. Age 20-25. Pension Scheme. 
British nationality only. Reply stating age, experience, 
and salary desired to Box No. 302, c/o ACCOUNTANCY. 


AUDIT CLERKS. Many vacancies waiting for Senior, 
Semi-Senior or Junior. Call Bootu’s AGENCY, 80 
Coleman St., Moorgaie, E.C.2. 


CANADIAN INVESTMENT HOUSE starting 
business London, April, 1956, requires first class 
qualified accountant to take charge of accounts. 
Experience of banking and stock exchange work 
essential. Knowledge of French and/or German an 
advantage. Starting salary £1,750 with prospects. 
Communications will be treated in strict confidence. 
Write Box No. 305, c/o ACCOUNTANCY. 


CHARTERED Accountants in Northern Rhodesia 
have vacancies in expanding practice for qualified 
accountants and for unqualified audit staff with at 
least 5 years’ professional auditing experience. Initia! 
contract for 3 years, permanent progressive positions 
for the right men. Commencing salary up to £1,500 
per annum, passage paid for man and wife. Apply 
Box No. 308, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANT (City) requires 
young qualified man: Good salary: Write Box 
NV/106, c/o 95 Bishopsgate, E.C.2. 


CHARTERED ACCOUNTANTS (City) require 
AUDIT CLERK able to work to final figures: 
Articles might be given. Write Box NV/107, c/o 
95 Bishopsgate, E.C.2. 


CHIEF ACCOUNTANT required for ELECTRI- 
CITY DEPARTMENT, GOLD COAST LOCAL 
CIVIL SERVICE, for two tours of 18 to 24 months 
each. Salary (consolidated) £2,500 a year. Gratuity 
at the rate of £150 a year. Free passages. Liberal leave 
on full salary. Candidates, not less than 35 years of 
age, must be qualified accountants and have had at 
least five years high grade experience in a responsible 
accountancy position in a commercially operated 
electricity undertaking. Write to the CROWN AGENTS, 
4 Millbank, London, S.W.1. State age, name in block 
letters, full qualifications and experience and quote 
M1B/35108/AD. 


ASSISTANT WORKS ACCOUNTANT required by 


CHIEF COST ACCOUNTANT, also to act as 
DEPUTY to Chief Accountant, required by 
leading Engineering Company in pleasant country 
district one hour London. Previous industrial 
experience of budgetary control essential but | 
proven ability in controlling men and affairs is 
more important than academic attainment. This 
is a position for applicant with genuine desire to 
carry considerable and increasing responsibility 
with growing Company with commensurate re- 
muneration. HOUSING ASSISTANCE will be 
offered to successful applicant if desired. Please 
write giving details of age, past experience, 
qualifications, married/single, present salary and 
commencing salary required to Box No. 303, 
c/o ACCOUNTANCY. 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


Profitable 
Saving 


Send for full details and copy of 
Company’s accounts to Secretary. 


7:, INTEREST 


MILFORD MUTUAL FACILITIES LTD 
Milford House, 128 Hr. Ardwick, Manchester, 12 


INVESTMENT COVERED BY 
SUBSTANTIAL RESERVES 
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Hotels and Restaurants 


Since 1899 Hammersley, Kennedy & Co. have | 
specialised in the sale and valuation of hotels | 
and catering businesses, to the total exclusion of | 


any other branch of estate agency. The partners | 


Temporary Binders for 
‘ACCOUNTANCY’ 


Keep the current year’s issues 
neatly and securely together. 
Each issue instantaneously in- 
serted or removed. When one 


are members of the leading professional bodies. | 


Offices: 
19 HANOVER SQUARE, LONDON, W.1 | 


Telephones: MAYfair 6857 and GROsvenor 4950 


set is sent away for permanent 
binding, this binder is ready for a 
further twelve months’ service. 
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SUN LIFE 


ASSURANCE SOCIETY 
63 THREADNEEDLE STREET, LONDON, E.C.2 ' 


provides finance for the purchase of 
PARTNERSHIP SHARES | Green binders with the title in gilt letering are now available. 
IN ACCOUNTANTS’ PRACTICES | 


Repayment by Endowment Assurance 
No Medical Examination normally required | 
Loan automatically repaid on death 


| 


i 
| 
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COMPANY Secretary Accountant required by large 
laundry and Dry Cleaning firm in Nottingham. 
Applicant must be experienced in commerce, costing, 
and have good organising abilities. The position is 
pensionable and has good future prospects. Write 
giving details of experience, education and age to 
Box No. 309, c/o ACCOUNTANCY. 


COSTS AND WORKS ACCOUNTANT required by 
the Rhodesian Iron & Steel Commission, RED- 
CLIFF, SOUTHERN RHODESIA. Commencing 
salary £1,560 p.a. plus marriage and children’s allow- 
ance. Suitable professiona! qualifications are required 
with good experience in the general field of cost 
accountancy, preferably in steel or allied industries. 
Accommodation available, generous leave conditions, 
contributory pension and medical benefit schemes. 
Healthy climate, good living, facilities for sport and 
recreation. Apply quoting OSS 82/2, to OVERSEAS 
| es wpm Service, 5 Welldon Crescent, Harrow, 
iddx. 


EXPRESS DAIRY (NORTHERN), Sheffield, require 
a qualified man to fill the post of ACCOUNTANT to 
the Company to operate from their Head Office at 
Broadfield Road, Sheffield. Commencing salary will 
be commensurate with qualifications and experience. 
The post is permanent and pensionable. Write Box 
ACY 206, LPE, 55 St. Martin’s Lane, London, W.C.2. 


INCORPORATED Accountant — County town, 
West Midlands, requires young qualified assistant 
with a view to partnership. Splendid opportunity for 
keen applicant with initiative and ability. Apply Box 
No. 310, c/o ACCOUNTANCY. 


LARGE City Firm of Chartered Accountants have 
vacancies for qualified accountants. Good experience 
and salary. Five-day week. Pension fund. Box No. 
304, c/o ACCOUNTANCY. 


LONDON Chartered Accountants with wide and 
varied practice require young Chartered or Incor- 
porated Accountants wishing to enlarge their 
general experience. Good salary and prospects and 
pension scheme. Box No. 409, c/o WALTER JupDD, LTD., 
47 Gresham Street, London, E.C.2. 


MERED!TH & DREW LTD.., Biscuit Manufacturers, 
invite applications from recently qualified Chartered 
or Incorporated Accountants for the position of 
Assistant to Chief Accountant. The position is an 
interesting one for a candidate wishing to enter 
the commercial field. Replies in confidence to The 
— Personnel Officer, 359 The Highway, London, 


MITCHELL COTTS & CO. LTD. seek a young 
unmarried qualified accountant of good personality 
for service with their Affiliated Company in Aden. 
The post offers excellent prospects, particularly to a 
man seeking experience in large-scale international 
trading. The work would comprise internal auditing 
of Branches in the Middle East, assisting and depu- 
tising for the Chief Accountant and dealing with 
investigation and statistical work. Free air passage is 
offered, paid home leave, pension scheme and kit 
allowance. Applications in confidence to Personnel 
Officer, 2 Queen Anne’s Gate, London, S.W.1. 


PLANT Register Clerk required. Candidate with 
book-keeping experience preferred. Age limit 50 years. 
Good salary and pension scheme. Replies in con- 
fidence to the Chief Personnel Officer, 359 The High- 
way, London, E.1. 


SEMI-SENIOR ASSISTANTS required by Account- 
ants with extensive practice in centre of Birmingham. 
Good prospects and salaries. Pension Scheme. Reply 
stating age, experience and salary required. RUSSELL, 
Durie Kerr, Warson & Co., Lombard House, Gt. 
Charles Street, Birmingham 3. 


SENIOR CLERK, preferably qualified, required by 
West of England firm of Accountants. Please reply 
stating age, experience and salary required to Box No. 
301, c/o ACCOUNTANCY, 


SOUTHERN RHODESIA: Chartered Accountants 
practising in Salisbury and Bulawayo have vacancies 
for young qualified assistants. The initial contract is 
for 3 years but there are permanent progressive 
positions for suitable men and preference will be given 
to those wishing to settle in Rhodesia. Starting salary 
£1,000 to £1,200 per annum with passage paid. Apply 
Box No. 307, c/o ACCOUNTANCY. 


SPICERS LTD. require a QUALIFIED ACCOUN- 
TANT, age 24-28, initially to work in the Head Office 
Accounts Department. Starting salary £750 per 
annum. Applications to PERSONNEL ADVISER, 19 New 
Bridge Street, E.C.4. 


TAXATION Assistants required by London Char- 
tered Accountants with wide and varied practice. 
Some tax experience essential. Good opportunities 
for young men to study taxation practice. Apply 
Box No. 416, c/o WALTER Jupp, Ltp., 47 Gresham 
Street, London, E.C.2. 
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| Price 12s 6d each (by post 13s). 
/ SOCIETY OF INCORPORATED ACCOUNTANTS 


INCORPORATED ACCOUNTANTS HALL, 
| TEMPLE PLace, VicroRIA EMBANKMENT, LONDON, W.C.2 
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VACANCIES available for qualified Accountants in 
South America, West Indies, Rhodesia, Kenya, Far 
East and the Continent. Call Bootu’s AGeNncy, 80 
Coleman St., Moorgate, E.C.2. 


WHEAWILL & SUDWORTH, Chartered Account- 
ants, Huddersfield, require first class qualified man. 
Permanent position with excellent prospects. Pension 
Scheme. Write stating age, experience and salary 
required. 


APPOINTMENTS 
REQUIRED 


A VACANCY may soon occur on your staff. Let us 
help to fill it as soon as possible. Phone or write: 
Homes Bureau, 10 Queen Street, E.C.4. City 1978. 


MISCELLANEOUS 


NAME PLATES FOR ACCOUNTANTS, in bronze, 
brass and plastics.—Send wording and size for free 
estimate and layout to AppeEY CRAFTSMEN LTD., 78 
aa Street, London, N.W.1. Tel. EUSton 


NAME PLATES FOR ACCOUNTANTS (in Oxi- 
dised bronze or brass) promptly engraved. Send 
words for full-size layout. Illustrated leaflet sent post 
free.—MaiLe & Son Ltp., 367 Euston Road, N.W.1. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage depart- 
ment. Applications for a limited number of invest- 
ment agency appointments are invited from pro- 
fessional accountants. Write for particulars to 
Box No. 315, c/o ACCOUNTANCY. 


WAKEFIELD COLLEGE OF INCOME TAXA- 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in Income 
Taxation. Course for the Associateship Examination 
of the Institute of Taxation. Also non-examination 
courses. Prospectus free from the Principal, Dept. 
A6, 29 Barstow Square, Wakefield. 
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